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83(A). (Proposed by First Boston) As of 
May 8, 1969, First Boston had not received a copy of 
SEC Release 8595, and was unfamiliar with its contents 





V 
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83B. [Br] As of May 8, 1969, neither 
Ban^oi Punt a nor piper had received a copy of STi'C Relea 
and both were unfamiliar with its contents. 
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Revised 1/21/71 

84. [Proposed by Chris-Craft] Bangor Punta's 
legal staff and Piper's counsel obtained a 5 opy of said 
SEC Release 8595 prior to May 14, 1969* and was familiar 
with its contents. 
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85. [Proposed by Chris-Craft] On April 20, 

1969 Bayard attended two meetings at the Yale Club. 

Present at the first meeting were William T. Piper, Jr., 
Howard Piper, Thomas Piper, Pool, Jamoneau, Deming and 
Leather of the Chadbourne firm, Arthur Long of D. F. King & 
Co. and Bayard and Laeri of First Boston. The second 
meeting included representatives of Bangor Punta. Exhibit 
35 is notes of the discussion Bayard took during the course 
of the day. 




- 16 - 



Revised 1/V71 


383 A 


86 . [Proposed by Chris-Craft] Between April 28 and 
April 30, 1969 drafts'of agreements between the Piper family 
and Bangor Punta were prepared and discussed which provided, 
among other things, for (a) Bangor Punta to seek to purchase 
approximately 150,000 shares of Piper stock (as described in 
the Section 2 quoted below), (b) for Bangor Punta to make a 
cash tender offer at a price of $80 a share for sufficient shares 
to give it over 50? of the outstanding stock of Piper, 

(c) for the Piper family to exchange its Piper shares for a 
specified package of Bangor Punta securities *nd (d) for Bangor 
Punta to make a further exchange offer to all other Piper share¬ 
holders for a package of securities or cash on a basis equal 
to or more favorable than the Piper family package. The drafts 
contained provisions for the Piper family to share equally with 
Bangor Punta all costs and expenses incurred by Bangor Punta in 
connection with the aforesaid 150,000 Piper shares described 
above in the event that Bangor Punta did not succeed in acquir¬ 
ing over 50? of Piper stock and also contained provisions 
giving the Piper family the right to purchase at Bangor Punta's 
cost the Piper shares acquired by Bangor Punta in the event 
that Bangor Punta did not succeed in acquiring more than 50 ? 
of Piper's outstanding stock. 

A draft dated April 30, 1969 of such agreement 

states: 
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" Section 2 . Private Purchase . (A) Approx¬ 
imately 150*000 shares of Piper Common Stock - 5 

are understood to be owned in substantial 
blocks by one or more investors for resale. •' 
Bangor Punta will use its best efforts either 
to purchase such shares or to obtain from 
such investors an option to purchase such 
shares at a future date, provided, however, 
that (i) in no event will Bangor Punta be 
obligated to pay for such shares an average 
price (including the dire’ct cost of acquiring 
and exercising any option) in excesr. of $80 
per share and (ii) Banger Punta will not 
purchase, or obtain options on, less than 
150,000 shares without first obtaining the 
consent of the Agent." 


A draft of said agreement dated April 28, 1969 contained 
the same language except did not contain the word "direct" 
in subparagraph (i). The copy of said draft in the files of 
First Boston contains the marginal notations in the hand¬ 
writing of "100,000 shares" beside the typed number "150,000 
and "80.50 to cover commission’’ beside "$80 per share." 

The draft dated April 30 , I96Q was amended further 
to read as follows: 

" Section 2 . Private Purchase . (A) Approx¬ 
imately 150,000 shares of Piper Common Stock are 
understood to be owned in substantial blocks by 
one or more investors for resale. langor Punta 
will use its best efforts either to purchase 
such shares or to obtain from such investors 
an option or options to purchase such shares at 
a future date or to arrange with a third party 
for such purchase or the obtaining of such 
option, provided, however, that (i) -in no event 
will Bangor Punta or such third party te obligated 
to pay for such shares an average price 
(including the direct cost of acquiring and 
exercising.any option) in excess of $80 per share 
and (ii) Bangor Punta, or such third party will 
not purchase, or obtain options on, less than 
150,000 shares without first obtaining the 
consent of the Agent." 




88.' [Proposed by Chris-Craft] Cm May 5, 1969 


Nicolas M. Salgo, Chairman of Bangor Punta, met with Robert 
W. Morey, Jr., the President of Bay Securitie^Corporation at 
its offices in San Francisco, California. The Kollpwing 
deposition testimony (pages 24-26) of Mr. Morey with 
respect to some of the matters discussed at this meeting 
is not contested: 

"Q Did Mr. Salgo say anything about Bangor Punta's 
intention? 

A Yes. 

Q What did he say? 

A He indicated in substance that Bangor Punta 
was interested in seeking control of Piper. 

Q Did he say how Bangor Punta intended to seek 
control? 

A Yes, in part. 

Q What did he say in part? 

A He indicated that he had discussions with the 
Piper management, and that they were favorably 
disposed to Bangor. 

Q Did he say anything about Bangor's intentions 
to purchase any shares of Piper stock from the 
Piper management or Piper family? 



A Yes. 
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What did ho say? 

I don't recall exactly what he said, but in 
substance he indicated that the management 
of Piper and the stock that th'ey represented 
might be interested in selling to Bangor." 

« « « 

Did Mr. Salgo indicate when the purchase of 
the Piper family stock might take place? 

Yes. 

What did he say? 

I don't know exactly. I don't recall exactly 
what he said, but to the best of my recollection, 
he indicated that they might be selling their 
stock to Bangor within a month." 



Revised 12/22/70 - Bancor Punta 

387 A 

[Proposed by Chris-Craft] Commencing on 
May 6, 1969 and continuing until May 23, 1969, Bay Securities 
Corporation purchased 20,900 shares of Piper common stock 
from Alexander Brown & Sons, which it thereafter sold to 
Bangor Punta as set forth in Finding No. 93. 
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89A, (Proposed by Piper] The meeting between 
Mr. Salgo and‘Mr. Morey referred to in Finding 88, and 
the purchases by Bay Securities Corporation referred to 
in Finding 89 occurred without the knowledge of Piper or 
the Piper defendants. Piper and the Piper defendants 

did not request that Mr. Salgo meet with Bay Securities 

•• 

or that Bay Securities purchase Piper stock. 
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91 ‘ [Proposed by Chris-Craft] On May 1^4, 1969, 
Bangor Punta purchased for cash 78,600 shares of Piper stock 
from Fund of Funds Proprietary Fund, Ltd. at the price of 
$80 a share, inclusive of a fee, in a privately negotiated 
transaction not on any national exchange. 
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91A. [in’] On May 13, 1969, Mr. Salgo had & 

meeting at his office with Mr. Robert Freedman, an old friend, 
who had previously called Mr. Salgo and requested the meeting. 
Mr. Freedman told Mr. Salgo that he had just returned from 
Nassau and business meetings with Mr. Bernard Cornfeld. 

Mr. Cornfold was then head of Investors Overseas Services, 

Ltd., which managed a group of off-shore mutual funds including 
FOF Proprietary Funds, Inc. ("FCF"): FOF was prohibited fren 
selling securities to United States citizens in the United 

a consent decree entered into with the SEC. 


States pursuant to 



uevioeu 17 iv//l 
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91B. . [13P] Hr. Freedman told Mr. Salgo that he had 

been ashed by Mr. Cornfeld to inquire whether Bangor Punta would 
be interested in discussing with representatives oil FOF the 
purchase of 78,600 shares of riper common stock then owned by 
FOF. Mr. Salgo told Mr. Freedman Bangor Funta was interested 
in purchasing such shares, if acceptable terms could be agreed 
upon. Mr. Freedman then told Mr. Salgo that he should contact • 
Mr. William Sayad, an official of FOF in Nassau and arrange 
to meet him. Mr. Freedman then told Mr. Salgo that he, 

Mr. Freedman, did not wish any compensation for advising 


Mr. Salgo of the availability of these Finer shares and was 


just doing two friends a personal favor. Mr. Freedman was not 
a registered brolcer-dealer with the SEC or the NASD. 
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I 

91C* [BP] Mr, Salgo then instructed Mr. Flick to 
contact Mr. Sayad in Nassau and arrange- to meet with him to 
discuss the purchase. Mr. Flick did so and left for Nassau on 
May 13th to negotiate with FOF. On May 14, 1969, Mr. Flick 
completed the purchase of 78,600 °iper shares from FOF in 
Nassau at a price of $79.25 per Piper share. Bangor Punta 
also paid a fee of $.75 per Finer share to an English bank 
at the request of Mr. Sayad. 



/ 
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92. [Proposed by Chrls-Craft] On May 15, 1969, 
Bangor Punta purchased for cash 20,000 shares of Piper stock 
from American Securities Corporation in a privately negotiated 
transaction not on any national exchange at a price of $7*1.25 
a share. Bangor Punta does not claim any exemption under 
Rule 10b-6 with respect to this transaction. 
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92A. [LPJ On May 15, 1969, Mr. Wallace received 
a telephone call from a representative of American Securities 
Corp. who told Mr. Wallace that they had available for sale 
20,000 shares of Piper common stock and asked Mr. Wallace if 
Bangor Punta would be interested in purchasing such shares. 
American Securities represented the owner of these Piper shares, 
Dormer Corp., a company engaged in buying, selling and managing 
securities for investment purposes. American Securities Corp. 
was engaged in the general securities brokerage business and 
was a registered broker-dealer with the SEC and the NASD. 



1 
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92B. [BP] Bangor Punta purchased the 29,000 
Piper shares from American Securities Corp. at a price 
of $74.25 per share. 



Revised 2/2/71 
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93. [Proposed by Chrls-Craft] Bangor Punta 
purchased an aggregate of 21,600 shares of Piper-stock 
from Bay Securities Corporation for cash not on any national 
exchange in privately negotiated transactions on the following 
dates at the following prices: 

May 16, 1969 

2,300 shares at 76 per share 
700 shares at 75-95 per share 

4 

May 20, 1969 

11.200 shares at 76.25 per share 
May 23, 1969 

2.200 shares at 76.375 per share 

5.200 shares at 78.375 per share 

Bangor Punta does not claim any exemption under Rule 10b-6 
with respect to these transactions. 
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93A. [ep] On May 15, 20 and 23, 1969, in three 
separate transactions, Bangor Punta purchased for cash from 
Bay Securities Corporation,, the wholly owned subsidiary of 
ISI Corp., a manager of a group of mutual funds, 3,000 shares, 
11,200 shares and 7,400 shares of P5.per common stock at an 
average price of $76.75 per Piper share. Bay Securities 
Corporation, a wholly owned subsidiary of ISI Corp. executed 
purchases and sales of securities on behalf of the mutual 
funds managed by its parent. Bay Securities Corporation 
was registered as a broker-dealer with the SEC and the NASD. 
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Each of the three transactions with 
Bay Securities Corporation occurred in the same manner. Hr. 
Wallace received a telephone call from Bay Securities who 
inquired if Banner Punta was interested in buying Piper 
shares at a quoted price. Hr. Wallace accepted each of the 
three offers that was made to Bangor Punta. 
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93D, (Proposed by Chris-Cmft) No shares of 
Piper stock other than the Piper family stock were offered 
for sale to Bangor Punta prior to May 8, 1969. 


f # . 400 A , T 
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93JS, [upj (a) At the tine the purchases :v>* 

described in Findings 91, 92 and 93, were made by Bangor Puntft ** 

«v * 

between May 14 and May 23, J.969, the terns of the Chris-Craft • 
exchange offer as originally announced on May 7, 1969 (See 
Finding 64) and as amended on*May 15, 1969 (Sec Finding 80) 
were publicly knr/..’n. 








1 . .. 
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jp (BP} (b) Prior to the April 7, 1969 nicotine referred 
to in Finding 82, Chris-Craft's securities counsel, Messrs. 
Cravath, Swaine and Moore, advised Chris-Ci'aft of their opinion 

that Rule 10b-6 did not apply to cash purchases by Chris-Craft 

♦ 

on a registered exchange of Piper shares after the announcement 
of Chris-Craft's exchange offer. 
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95 ' [Proposed by Chric-Craft] During 1969 John 
Hancock Mutual Insurance Company ("John Hancock"), had out¬ 
standing loans to Bangor Punta in excefs of $50,000,000, 
including $20,0 0 0,000 loaned pursuant to ISNote and Warrant 



Agreement dated July 31 , 1968 between John Hancock and Bangor 
Punta and its subsidiary Bangor Punta Operations, Inc. The 
Note and Warrant Agreement contained the following provisions: 


"7. Use of Proceeds. The net cash proceeds 
of the sale of the Notes and Warrants will be paid 
to the Company [Bangor Punta] and loaned by the 
Company to Operations and are intended to be applied 
by Operations to the acquisition of the assets and 
business or shares of capital stock of the corporation 
identified in a letter, dated the date hereof, from 
the Company to you [John Hancock] and approved by you, 
and/or of another corporation or corporations approved 
in writing by you, in your absolute discretion 
( Approved Acquisitions"); pending application to 
Approved Acquisitions, Operations may use such pro¬ 
ceeds for general corporate purposes, subject to your 
right to require prepayment of the Notes pursuant to 
section 12.4 if such proceeds are not applied to 
Approved Acquisitions prior to November 1 , 1970. . " 

» » 


* 
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"12 .^ Required Prepayment Upon Failure to 
Complete Approved Acquisition;; . If prior to November 
1> 1970, Operations shall not have (1) applied 
$20,000,000 in cash to an Approved Acquisition or 
Approved Acquisitions and (11) acquired substantially 
all of the assets and business or not less than 90 % 
of the outstanding Capital Stock and Voting Stock of, 
or consummated the merger into Operations of, each 
corporation which was the subject of an Approved 
Acquisition, you or any successor holder or holders 
of a majority in principal amount of the Notes at 
the time outstanding may, at your, its or their 
option, by notice given to the Companies prior to 
May 1, 1971, require the Companies to prepay a 
principal amount of the Notes at the time outstanding 
not in excess of the amount by which $20,000,000 
exceeds the aggreg te amount of cash applied to any 
Approved Acquisition or Approved Acquisitions which 
have been so completed (i.e., by the acquisition of 
substantially all of such assets and business or not 
less than 90 % of such Stock or by consummation of such 
merger), and the Companies shall prepay, without 
premium, such principal amount of Notes on a date 
fixed by the Companies not less than 30 nor more than 
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180 days following the receipt b;, either of the 
Companies of such notice, provided that, concurrently 
with such prepayment, you or such holder or holders 
shall surrender or cause to be surrendered for 
cancellation Series B Warrants for the purchase of 
the number of shares of Common Stock (without giving 
effect to any adjustment therein) which bears the 
same relationship to 60,000 shares as the principal 
amount of Notes so prepaid bears to $20,000,000.” 
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96.] [Proposed by Chris-Craft] On May 16, 

1969 John Hancock advised Bangor Punta that Piper qualified 
as an "Approved Acquisition" under the Note and Warrant 
Agreement dated July 31, 1968, and further stated that 
"* * * This consent is valid only until November 1, 1970." 
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96A. [Proposed by Piper] Neither Piper nor 
the Piper defend \nts wore aware of the terms of the Note 
and Warrant Agreement dated July 31, 1968 between John 
Hancock and Bangor Punta and its subsidiary, Bangor 
Punta Operations, Inc. 
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91 . [Proposed by Chris-Craft] On May 26,1 
1969, the SEC commenced an action against Bangor Punta and 
Piper in the United States District Court for the District 
of Columbia, alleging, in substance, that the May 8, 1969 
press release violated Section 5(c) of the Securities Act 
of 1933 and Rule 135 thereunder. Simultaneously with the 
filing of this action, Bangor Punta and Piper in a written 
stipulation with the SEC consenting to the entry of a 
permanent injunction stipulated, among other things: 


”3. Defendants Bangor Punta Corporation and 
Piper Aircraft Corporation, without 
admitting the allegations in said com¬ 
plaint and alleging that any acts on its 
part were not done with the intent to 
violate any provision of law, hereby 
consent to the entry of a Final Judgment 
of Permanent Injunction conformable to 
the demands of the complaint herein. 

This stipulation and consent is for the 
purpose of the pending action, and the 
pending action only, and does not 
constitute an admission by the Defendants 
for any other purpose and may not be used 
against the Defendants or others in any 
other proceeding. 1 ' 


The permanent injunction, among other things, 


ordered: 


"that said defendants cannot announce or 
implement any exchange offer unless and 
until such announcement of said exchange offe 
and the exchange offer comply with the 
registration provisions of the Federal 
securities laws." 
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98. [Proposed by Chris-Craft] On May 29 , 
1969 Bangor Punta filed with the SEC a registration state¬ 
ment including a preliminary prospectus for its Piper 
exchange offers. The preliminary prospectus included 
information supplied by Piper as stated on page 65 of such 


prospectus. First Boston was designated in this prospectus 
as Dealer-Manager. Bangor Punta mailed a copy of the 


preliminary prospectus to all Piper shareholders. 
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99. [Proposed by Chris-Craft] Bangor Punta’s 
preliminary prospectus dated May 29, 1969 proposed to offer 
to the shareholders of Piper other than the Piper family the 
following Bangor Punta securities for each share of Piper: 

(a) 1 common share; 

(b) Series C Warrants expiring March 31, 

1981 to purchase 3*25 shares of Piper common 
stock at $55 a share; and 

* 

(c) $15 principal amount of a new 5-1/2* 
convertible subordinate debenture, due 199^, 
convertible at $55 per share. 



Kevised 12 / 15/70 
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100.; [Proposed by Chris-Craft] Bangor Punta’s 
preliminary prospectus dated May 29, 1969 stated at page 3: 


If and to the extent the total of (i) the 
closing price of one share of the Common 
Stock on the New York Stock Exchange on the 
day preceding the date of this Prospectus, 
( 11 ) the reported bid price on such date 
o the Warrants in the over-the-counter 
market times 3.25 and (ill) $15 face 
amount of a Debenture is less than $ 83 , 

°[ under the General Exchange Offer 
will be increased with additional 

™Z antS and/or cash to compensate for the 
difference." 
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.>* »•*' ■- ■.*+ 


,1 ' ' I < k 

v< • rvv !' 


* . l °*’' ^<>P03ed by Bangor.PuntaJ The'lar^uag* 

0Pth 1B »"«"C **^-anss^-^si,^ Punta . s leca l!^ 

staff with the staff of the SEC before such language was 
nserted In the preliminary prospectus. The staff of the • 

SCO did not object to such statement beins Included In tf - 

prellmlnary prospectus, which prospectus the staff of the 

SCO knew would be distributed to the Piper shareholders. ' - ' 
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101A. [Proposed by Piper] On June 4, 1969, 
Piper sent to-all Pi por shareholders the following let 
tor over the signature of defendant W. T. Piper, Jr.: 
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Piper Aircraft 


Corporation 


Lock Haven, Pennsylvania 17745 


IMPORTANT 


June 4, 1969 

•• 


Dear Piper Shareholder: 


On May 29, 1969 Bangor Punta Corporation filed a registration statement with the Securities and 
Exchange Commission for a proposed Exchange Oiler of a package of its securities for all shares of 
Piper Aircraft Corporation that you may own. A copy of the Preliminary Prospectus relating to this 
proposed Exchange Oiler was mailed to you last week. In your own interests we urge you to read and 
study this material carefully. . . . - 


Bangor Punta’s proposed oiler for each of your Piper shares consists of one share of Bangor Punta 
common stock, a warrant to purchase 3.25 shares of Bangor Punta common stock at $55 per share and 
$15 principal amount of a r.ew Bangor Punta SVi7o convertible subordinated debenture. 


If you have not received your copy of Bangor Punta’s Preliminary Prospectus, please do not 
hesitate to call collect or write us or D. F. King & Co., Inc., 48 Wall Street, New York, N. Y. 
10005 (212-269-5550). 


Sincerely, 



W. T. Piper, Jr. 

Chairman of the Board of Directors and President 



) 



Rev. 1/25/71 
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, 102. [Proposed by Chris-Craft] Between June H, 
1969 and June 17, 1969 John Hancock purchased 60,000 shares 
of Bangor Punta common stock. 57,700 shares were purchased 
on the NYSE of the 9^,000 traded In that period and the 

balance of 2,300 shares were purchased on the Mid-West Stock 
Exchange. 




415 A 


102A. [Proposed by Piper] Neither Piper nor 
the Piper defendants were aware of the purchases o c 
Bangor Punta common stock by John Hancock in June, 1969, 
nor did they request that such purchases be made. 
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104. [Proposed by Chris-Craft] Piper sent letters 
on its letterhead to its shareholders on June 20, 1969 and 
July 25> 1969, each of which was signed "W. T. Piper, Jr., 
Chairman of the Board of Directors and President": 

(a) The June 20, 1969 letter stated: 

[attached] 

(b) The July 25, 1969 letter stated: 



[attached] 
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June 20, 1909 


• * M • * •••••■ % • 

• • • • fct *»uit« WnS'uiVt i 


• •• • /tO ItaAO liVJ* ^ Ol«» V^O. • »P»ll 1^, Oi)i ij'O* *>it lb>S| 4..C* ■ »l^>>« »« i><\tW«iUwW 

• *•* * *.%• v 1 % i* O* i.b i>v.vtuiui^ «>>tU v..*i.« ••• wAwJitni^C <v)> il iMiitiCd JitiOitHi 0> a * 4 /C. COttMtiOti j>Ov>'n « uv / 

w•• • • • v v— %.••«••••.%vw o* ^ o %«*. ^o.u t )t.t«y wCnoVcs . • i . i> o.*ui <s uOi lit yOi»« uwv* • •«. c*%••• d you 

wuV/wH< IllWtVlOl W cOilt'Hliw |0 I W^Cbt tit Wo ; ••».v you iO CwittitViCi CM.CiUl.y i<«c iOiiuVmu^i * 

I*. 

• « CtM.^'V^tMti is OllCt *‘*U ^ Wu It SiattlC Ob $2 prcicrrca stock cor.v OiUj.c ;r.:o z.*-. soores or 
C.r.VC;..;; common, warrants :o purcnr.sc 2 .shares o; Chrls-Cra;; common upon poymem; o: S25 
f ’ S*0 <ii CuS.'. .or CmCii s.mrc o« *^*pcr common stoex mot you own* \ou snou.o a«ow 

*••*•• ^*t M»y 4*«c GutC Cnns-Cmu z o«icr occomc ci.cci.vc, Cnris~Cm.es common s*cc«*c c.os«d i 
0*t jo.iw i9, Omy iuuiy*Oi<o coys ai»cr, Cnr.s~Cmit common s.oc/c chosen o» S»o*/o “■“■oown 
lltWt J MtWll 2593. 

•t • • ti 

; 2. We believe :hc: Chris-CrmYs o.'icr is inherently disndvnnmscous to Piper shareholders* 

• # . in )i js bOtit cOtiuitiOriiti anci .mn.eo. ii«c c*«cz «s conditional upon at least dCi^uj snares # 

. •• o:’ Piper bein^ deposited and is limited to 300,CCO shares (or, solely at Chris-CratVs option, up to .. 

■•*,iwi/,u»/y $n...cs). in*s de««iO*tuiiu.es CtuiS*Cif.. s Ut«wit4in^itcss .o mn«\C an UMCuttC«itwt«Mt g«.c» .o 

,* ’ v*ti ZiSCf S.*a.CAOiCtCti>. . * . * ** 


3. Any icnccrof your shares under Chris-Craft’s oiler would be irrevocable by you. I: tendered, 
your shares could be out of your possession and control until July 20, without any payment to you 

mjuh a sm..ii ittiiivS. cOtiSiwCtu.tGrit •* 

4. Chris-Craft’s offer is a fully taxable transaction in the year the exchange occurs. 

5. Chris-Craft asks rs part of its o;Ter that you give Chris-Craft an irrevocable proxy. . 


A . *. 


6. Chris-Craft 


ts that if its offer is successful it intends to combine its business with 


of 


Piper through merger or otherwise, but it does not tell you what the price, terms and conditions of 
a./.' SwCn con.b.nauoa wOulc oe .or .ne oa.<..«ce o. P.pe* s.Owb on.s..ii.c..,g o* v/mCm a v<o.».u ue 

. CwwSwCiCtMtcd. 

7. Ctrls-Crafi states that if its offer is successful it may attempt to elect a majority of the 
Piper Board of Directors as soon as possible. We believe it clear that Chris-Craft would rather 
deal with its own representatives in merging. or consolidating the two companies than on an 


arm’* length bargaining basis. 


3. You should know that Chris-Craft’s exchange offer has now been extended three times since 
t; original expiration dfs of June 5, 1969. Chris-Craft has refused to make any announcement 
concerning the n .v.bv.' c. shares, if any, deposited under its offer or to let you know whether its 
SO.OGO share condition has been met. • 

No member of your Board of Directors (except possibly the two Chris-Craft employees elected by 


m. »i«c ...s t miIiImmi iiiCCliil^y Gl*U 4*C/ 0<i«CC* O* OiiiCr lilCiuJwt O* * i^lCa^w I«>w*)»»jCwWA«4 Vim. 


i ’ 'ti 

MW.C I. 


fc**w C* 


V/e are coavir.ced that your best interests will be served by continuing to reject Chris 


m i.t . j 


Cmd Cv 7 .C-i.-OZ 


V/v will comlnUi ‘X I:ccp you; 


i * ■ .** »•**** * * •» • ^ , • * », 


. .• W. T. Ptfcn, Jm ' 

•’ C/U*/’//l'C7# G/ l/iJ ljOi»Tw* Of mSif J imtmmm ^VWIMvYl# 
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Piper Aircraft Corporation 


IMPORTANT 


July 25, 1969 


Dear Follow Shareholder: 

?s sssr bc;a “ ^ - **«- ** *•» •*. >•» 

:■“** P - *“ “ ta *' te — *“ - — «ock 0* 

12 Common Shares 

Warrants to purchase 3.5 Common Shares 

$31 principal amount of 8*4% Convertible Subordinated Debentures Due 1994 

The members of your Board of Dacctcrs (with tie exception of Messrs. Gordon a'd Rochlis the 

in'.'^T b> r, Ch C S ;?‘ lft) S ‘ rCCrcly b5lir,ve that a combination with B-ngor Punta is in the’oest 

interests of all the shareholders. Your management and Executive Committee have been impressed with 

0P " Mi ° nS 0f B “ 80r W * a^p.TtnTr 

a . , K y° u dcs,re to take advantage of this offer, you may do so by como'eting the. Letter of Transmittal 

"“ 8eth “ Wi,h JOUr s, “ k ««“«“ « by Ha*"* your broker or taTST! 
telegram to Irving Trust Company, One V ail Street, New York, New York 1U015, -iving your name and 
the number ot shares tendered and guaranteeing delivery of stock certificates a-d a Lettwof Transmittal 
within eight days of notice of acceptance from Bangor Punta. In anv care, von- communicafon must 
be received by Irving Trust Company before 5:00 p.m. on Tuesday, July 29. 

On behalf of the Executive Committee and management I would like to express mv sincere 
appreciation for the confidence and loyal support of our many shareholders during ^difficulttime. 

We urge you again to accept the Bangor Punta offer. If you have any questions concerning this 

Ca " US ’ 7116 Fim BOSt ° n COrPOra,i ° n ^212-344-1515) or your banker. 


Sincerely. 


l&LfflAs, (jl 


W. T. Pirr.a, Ip. 

Chairman of the Foard of Directors 
and President 


1 
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104A. [Proposed by Piper] The letters dated 
* • 
June 20, 1969 and July 25 , 1969 were submitted by Piper 

to the SEC before they were sent to Piper shareholders. 

At no time did the SEC object to the form or contents 

of either letter. 








Revised 12 / 15/70 
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.105. [Proposed by Chrls-Craft} On May 7 , 1969 J v 
Mr. Laeri of First Boston consulted the First Boston •• 
Corporate trading department and was told that, as then v -- *: 

constituted, the package of Bangor Punta securities to be 
offered to the Piper family had a value of approximately ' ’• 
$/u pei' Piper share and on said date Mr. Laeri told W. T. 
Piper, Jr. that such securities package had a value of 
approximately $70 per share. On May 8, 1969 , when the 
packer of Bargor Punta securities to be offered to the Piper 
family ty Bangor Punta had been revised to consist of the 
securities described 5n Finding 66, Mr. Laeri told W.^T. 

Piper, Jr. that the securities had a value of between $70 
and $72 per Piper share. On May 7 , 1969, the closing price 
of Bangor Junta's common stock on the NYSE was $32-3/4; and 
the bid anci asked prices* of its Series'C Warrants was- * 
$11-1/2-12. Bangor Punta's new convertible debenture was not 
Issued or trading, but Mr. Laeri told Bangor Punta that, based 
on a comparable Eurodollar convertible debenture previously 
issued by Bangor Punta, the $15 face amount of new convertible 
debentures to be issued to the Piper family had a value of 
M somewhence close to $ 13 ." 


.• . . 


* As reported by the National Quotation Service. 
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106. [Proposed by Chris-Craft] On June 20, 

1969* the closing price of Bangor Punta's common stock on 
the NYSE was 27-2/S and the bid and asked prices* of its 
Series C Warrants were 7-3/4 - 8-3/4. On July 18, 1969, 
the closing price of Bangor Punta’s common stock on the 
NYSE was 23-1/2; the bid and asked prices of its Series C 
Warrants were 7-1/2 - 8-1/2, and there were no bid and asked 
prices of its 8-3/455 debentures (which commenced when 
issued trading on July 23, 1969 );and on July 25, 1969, the 
closing price of Bangor Punta's common stock on the NYSE 
was 20-7/8, the bid and asked prices of its Series C 
Warrants were 6-1/2 - 7-1/2, and the bid and asked prices 
of the 8-3/455 debentures were 81 - 85 . 




* As reported by the National Quotation Services. 
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107, [Proposed by Chris-Qraft] On September 
5 , 1969 First Boston delivered a written opinion to Bangor 
Punta and William T. Piper, Jr., stating: 


.. understand that Bangor Punta Corpora¬ 

tion ( Bangor ) has issued under its Limited 
Exchange Offer a combination of Bangor 
securities to certain former shareholders of 
Piper Aircraft Corporation ("Piper") in ex¬ 
change for their shares of common stock of 
Purs uant to an agreement dated as 
of May 8 , 1969 between those former share¬ 
holders of Piper and Bangor, you have asked 
our opinion as to the value of the Bangor 
securities delivered to such former share¬ 
holders of Piper for each share of Piper 
common stock determined as of the opening 
date of Bangor's General Exchange Offer. 


We have reviewed the terms and pro- 
visaons of the various securities as set 
forth in Bangor's Prospectus dated 
July 18, 1969. Furthermore, you have 
advised us that the opening date of 
Bangor's General Exchange Offer was July 
lo, 1969. 

"We are pleased to advise you that, 
in our opinion, the value as of the 
opening date of the General Exchange Offer 
of the above-described Bangor securities 
delivered for each share of Piper common 
stock was $ 53 . 50 ." 


[Chris-Craft Exhibit 37] 
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108A. [Proposed by Piper] On July 16, 1969 
Chris-Craft sent to all Piper shareholders the following 
letter over the signature of Cordon and Rochlis, both of 
whom were the Chris-Craft directors sitting on the Piper 
Board of Directors: 
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JAMES J. ROCIILIS 
C. LEONARD GORDON 

000 MaJison Avenue, New York, N. Y. 10022 


July 16, 1969 

Dear Piper Shareholder: 

Mr. W. T. Piper, Jr., In a letter dated June 20, 1969 
written to you as Chairman of the Board and President 
of Piper Aircraft Corporation, urged you to reject the 
exchange offer which Chris-Craft Industries, Inc. has 
made for your stock. Mr. Piper and his family favor a 
proposed offer by Bangor Punta Corporation. 

Mr. Piper's letter fails to disclose that he and his 
family have entered Into a private agreement with Bangor 
Punta which provides them with a lucrative personal 
financial incentive for promoting the Bangor Punta offer 
over the Chris-Craft offer. Under the terms of the pri¬ 
vate agreement dated May 8, 1969, if Bangor Punta suc¬ 
ceeds in acquiring more than 50 percent of the stock of 
Piper, Mr. Piper and his family will be entitled to an 
additional consideration for their own stock of more than 
$10,000,000 (computed on the basis of current market 
prices for Bangor Punta securities.) Mr. Piper is, there¬ 
fore, being handsomely paid In this manner by Bangor Punta 
to promote its exchange often to you, and oppose Chris- 
Craft's offer. 

Mr. Piper and his family have the right to make their own 
private deals. But we believe it is an abuse of authority 
for him to use his position as chief executive officer of 
Piper to urge you to reject the Chris-Craft exchange offer 
without even mentioning his private self-interest. 

Apart from this self-interest, Mr. Piper also failed to 
tell you of his lack of qualifications to convnent on the 
Chris-Craft exchange offer. On June 16, 1969 he gave the 
following testimony under oath about the Chris-Craft ex¬ 
change offer, which had been made almost one month earlier 

MR. PIPER "A. I know nothing about Chris-Craft 

warrants. I know nothing about 
what they are offering, or their 
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"Q. Aro you saying that you did not In¬ 
form yourself of the package they 
were offering? 

MR. PIPER "A. I have seen the package and their 

offering. 

"Q. You never made any inquiries as 
to what the value is: 

MR. PIPER "A. I am not interested in exchanging* 

my stock with Chris-Cra*>, so why 
should I stop and analyze their 
package. I have no idea what their 
package was." (emphasis supplied) 

For the last six months the Piper management has been en¬ 
gaged in a frantic effort, at your expense, to prevent its 
shareholders from considering Chris-Craft*s proposal on 
its merits. They have been wilting to risk and have incur¬ 
red sanctions against your Company by the Securities and 
Exchange Commission and the New York Stock Exchange to 
keep you from making an informed choice. 

V/e ask you to evaluate the facts for yourself. For our 
part, we are directors of Piper, but we do not conceal the 
fact that we are also officers and directors of Chris-Craft 
which has invested approximately $35,000,000 cash in Piper 
stock. We aro confident that you will not permit your¬ 
selves to be misled by self-serving statements issued In 
the name of Piper Aircraft Corporation. 
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108U. [BP] . 

•■ • , • t . r- v \L* 

•• • ,•„*.»-•• * /■*■-<• ■ 5 

(a) Messrs. RoehUis' and Gordon’s July 16,' 1969/' 'Vi 

letter (Bee Finding lOSAJ'^ld not state that the terms of fer't'v 

the May 6 Agreement concerning additional consideration that ' v 

might be payable to the members of the Piper family were set 

forth at several places in Hie Bangor Puita preliminary ' 

prospectus received by all Fi P er shareholders in early June 
1969 . 




427 A 


Revised 12/16/70- . 


& 

109* [Proposed by Chris-Craft] The May 8 , 1969 
press release of Bangor Punta and Piper, and the Piper letters 
of June 20, 1969 and July 25, 1969, did not describe or refer 
to the provision of the May 8, 1969 agreement quoted in 
Finding 66, reading as follows: 


If Bangor Punta succeed[ed] in acquiring 
the Additional Shares and if in the written 
opinion of The First Boston Corporation the 
value of the Bangor Punta securities delivered 
• • • C to the Piper family] (the "Exchange 
Offer Value"), determined as of the opening 
date of such Further Exchange Offer, [was] 
less than $ 80 , then Bangor Punta [would] 
promptly thereafter deliver to . . . [the 
Piper family] Bangor Punta securities and/or 
cash with a value in the written opinion of 
The First Boston Corporation equal to the 
difference between $80 and the Exchange Offer 
Value." 


Said release and letters did not make any statements with 
respect to the additional consideration which the Piper family 
could receive if the conditions of said provision of the 
May 8 agreement were met. 
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* • (Proposed by Defendants)' ! ;.|T j.'j";'". 

. • • ' • • ; ’ •. • rv .* ; . 

. : ; v. : • . 109A.^ ^ Bangor punta fj j nal progpect(i , Mted 4j t|> . 

- , ■ • respect to the provision referred to in'Finding’ 109 as" * ’ ; 

‘■•V»: \ follows: !• 

, • •;.v .• . . *•; ■ •• 

V (a> 00 the coverin S P«Ee of the final prospectus ' 

•v; follow®: t' • . W- : 
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. ; • f ’ • ■ •. . ■ 

' h W P £ tS ! I3r ‘J t0 . an A 8 r «™enf dated as of May S 1969 

• < . ' ■; CO^Z Stock ll5 8i " U i lta r°, USly 0rfeti "S « Ato • • 

■ warrants to purchase 2?2 P sLres“f mt ’ ** 

■ •. $55 per share to 42 holders of Pi C " 8t . ock ** 

'V - - « aggregate of 501,090 shares Such MOek holdln * 

. , ■ . .- that, in the event Bangor Punta Provides 

.-ft- : the outstanding common stock of Piper" th^Piper^hara 0 * 

holdgts party thereto shall receive addition,?er share- 

v<: 'S 8 ■ j. ’’;?*■ . ■ 

°" PaSe 3 °* f he * lnal Ptcspe-tus as fsllo-.-s- ’’ 

i \ i ' • ' • • .1 ■ ■ . 

V » .• . . . .• 

W ta: ' ■ 

f ;¥c h ^o i n n> sL°crs ,a ?o 8 n^. se ^ ic t 1 rth or Alr - r " 
i :r; '•“^ d tru^ a ^aM i :?^ - ..; 

•j' ' ?o f • 

• ; • share of Piper conmon el -« UULn ^ u res uue 1994 for each 

1 •shareholder^ho are oartJe, ? <B) u *f those 

i . * 5 ha « of Bangor Pun^C^ SSoSw.Jf'SSS PK™ 

>• Warrants to purchase 2 2 <;lnr,»e ? ~'r i ' Bangor Punta 

;• • Stock and (ill) $15 Dr j n< ,<,'i of Ban C or Punta Common 

• v Principal amount of a 8 1/4% , . 


ft 1 


: . •* 
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•I 1 . > 
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’'Convertible Subordinated Debenture Due 1994 for • '* 
each share of Piper common stock. The exchange offer 
to the parties to the aforementioned Agreement Is sub- 
• Joct to Increase upon the happening of certain condi- ‘- 
tioiis as described under 'Background of the Exchange ;• 
Offers.'"! 


# 

.«» 


• * r • . 


• * 


1 9 . ‘ 

i *■'. * x v 


(c) 


* fVj 

;.*• •• ■» f • «, 

* • ’ W fc •* 

* *. . V * . 

f. • 


On page 4 of the final prospectus as follows: 


"BACKGROUND OF THE EXCHANGE OFFERS * ' '■*' 

"As of Hay 8, 1969 Bangor Punta entered into an agree- ' 
•merit (the 'Agreement') with 42 holders of Piper common 
stock owning 501,090 shares. Under the Agreement as sub¬ 
sequently supplemented such holders agreed, subject to ’ 
regulatory and Bangor Punta shareholder approval, to ex- •* 
change their Piper common stock for (i) one share of Bangor 
Punta Common Stock, (ii) Bangor Punta Warrants to purchase 
2.2 shares of its Common Stock at a price of $55 per share 
and (iii)I$15 principal amount cf a Bangor Punta 8 1/4% 
.Ponvertible Subordinated Debenture .pue 1994 (convertible, 
into Bangor Punta Common Stock at a price of $55 per 
share) for each share of Piper common stock.- Included 
among the parties to the Agreement arc W. T. Piper Jr., 
Howard Piper and Thomas F. Piper, each of‘whom is a ' 
director of ;iper. Such exchange offer is herein called 
the •.Limits Exchange Offer*. Under the Agreement , 

Bangor Punta is to use its best efforts to acquire theisrrjatii^ 
standing shares of Piper and to make this exchange effer 
for such shares ..('General Exchange Offer')*, • 


"In the event that Bangor Punta succeeds in obtaining 
a sufficient number of shares so that its total ownership 
of Piper common stock is more than 50/. of the shares out¬ 
standing and in the further event that at the date of the 
conimencement of the General Exchange Offer the value of 
the Common Stock, .Warrants and Debentures exchanged with 
the Piper shareholders who are parties to the Agreement 
is less than $80, such shareholders will receive Bangor 
Punta securities and/or cash eoual to the difference 
between the value of such Common Stock., Warrants and 
Debentures on such commencement dato and $80." 
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(d) And, on page 18 of the final prospectus in 

•— | . • . • • ’• 

Note 17(b) as follows: **“ • -• * .*• . 


M (k) Assuming that 717,164 shares of Piper common ' 
Stock are tendered pursuant to the Exchange Offers, 

Bangor Punta will own 837,364 shares, or 517, of Piper's 
’ • outstanding common stock. For each share so tendered, 
Bangor Punta will issue (assuming for such purposes the 
Limited Exchange Offer is amended to provide for the 
same exchange as the General Exchange Offer), 1.2 shares 
of common stock, $31 of 8 1/47. convertible subordinated 
debentures due 1994, and 3.5 warrants. This would result 
in the issuance of 860,597 shares of common stock, 
$22,232,084 of 8 1/47. convertible subordinated debentures, 
•. and 2,510,074 warrants." 

! . . • . /• . 
( e ) On page 9 of the Chris-Craft final prospectus 

for its Exchange Offer dated July 24, 1969, there is the 

I ' i ' . v 

following statement: \ ’* • • . ;K * 

'I ■. ..* • • ’* 

. . .Pursuant to an agreement dated as of May 8, 1969, 
Bangor Punta is simultaneously offering one share-of 
its common stock, $15 principal amount of its convertible 
subordinated debentures convertible at $55 per share and 
warrants to purchase 2.2 shares of its common stock at 
$ 55 P er - shar e to 42 holders of Piper Common Stock, in- 
eluding members of the Piper family, holding an aggregate 
of 501,090 shares. If Bangor Punta succeeds in obtaining 
more than 507. of the outstanding Piper Common Stock, and 
in the further event that at the date of commencement of' 
Bangor Punta's exchange offer to the general public the 
value of the package of securities the'42 holders are 
to receive is less than $80, the 42 holders will receive 
in addition to the aforesaid securities Bangor Punta 
securities and/or cash equal to the difference between 
the value of the aforesaid securities and $80. 

• i , , , • • 

Substantially the same language as contained in subparagraphs 
"a", "b", "c" and "d" was included in the Bangor Punta prelimin¬ 
ary prospectus. 











110. [Proposed by Chris-CraftJ* Neither the 


existence nor the terms of the Bolles agreement dated May 
14, 1969 were referred to in either of the Piper letters 
dated June 20, 1969 and July 25 , 1969 or the Bangor Punta 
preliminary or final prospectuses, or otherwise made known to 
any persons other than the parties to the agreement, their 
counsel and First Boston. The existence of the Bolles agree¬ 
ment was first brought to the attention of Chris-Craft In 
about January 1970 when it obtained from First Boston, in 
the course of discovery proceedings in this litigation. First 
Boston's opinion rendered pursuant to such agreement. The 
existence of the Bolles agreement was first brought to Bangor 
Punta's attention at the same time and in the same manner 
that Chris-Craft learned of it. 4 


v 









• V . 


<-f- C./ I X 


432 A 


110A. [Proposed by Piner 1 t 

y ^ lper *J The signatories 

the L> 0 ii V ^' 1969 mem ° randU,n ° f a 9 reenie nt constituting 
he ‘■olios group collectively owned only 46,358 out ef 

e total of 501.090 shares owned by the Piper family. 

ose signatories were Mary Piper Bolles. the sister 

o the guarantors, W. T. P lp e r , Jr ., Howard-Piper and 

Thomas F. Piper, her husband, her two daughters and 
ner minor son. 

he Bangor Punta exchange offer was a taxable 
transaction. Mr. Bolles had pledged his wife-s Piper 
stoch to secure loans for his business and did not ' 

W1 ; h t0 je ° PardlZe his «-!-.« loans if he were re- 

rlT !° 5611 3 SUbStantlal amount of the securities 
received on the Bangor Punta exchange offer. Under the 

circumstances, Piper-s counsel did not consider it 
neces sary that any statements concerning the memorandum 
greemont be made. The guarantors have not been 

required to make any payments under the memorandum 
ot agreement. 


■I 









Revised lfyi’ 6/70 ' ^ 3 ^ 

‘ 

Ul * [Proposed by Chris-Craft] The Piper letters 
dated June 20, 1969 and July 25, 1969 did not state that the 
members of Piper’s manaeement who were also members of the 
Piper family were parties to the May 8, 1969 agreement. 
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. CPro p°=od by Defendants} 

111A. . /"ho Danger 1‘unta preliminary 
prospectus stated v/i'-h 

thn „ „ . rtapoct to «'o Cignatorica of 

,ny *" tn Agreement aa follows j 

(i) On the cover page of the preliminary 
prospectus: 

"V O^mg^^O’V^roejent dated aa of 

offering a chare of 1 La ce,~oS^ 11cn< loualy 
principal amount of it- n-i r' P °515 
rent.-, to purchase ; 2 ohf^ ont i r ?° aml «#*- 

~ "<2* or 

Of?er.?., ( !- a oIWc ?^ 1 ' 090 ' 

<li) On page 3 of the preliminary 
prospectus; 


approval, to oyc' anc^ fi f- r i’ unta charehold< 
stock-foi ( 1 ) on" ! t flC r 1>iper corrunon 

Stock, (ii) danger pSn-a 0 '’-!^ 4 ^ 1>unfca Cannon 

2.2 chhron _ Unua Warrants to purchase 


included araona cordon 

Agreement uru w. r, p/peJ > ar '• 1Cs to the 
and Tnoraaa P. p< pcr J “*' toward Pi. l>Gr 

tor of Piper. Duch'cxrttef lo a d i«e- 

cailed the 'Halted tochango 0££«v horc in 






I 
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(iii) On page 4 of tho preliminary 
proa pee'cue: 

"LIMITED EXCHANGE OFFER: 

Bangor Punt a hereby offers to those 
holders or Piper common stock v/ho are parties 
to the Agreement (300 'background of the Ex¬ 
change Offers') to exchange its Common Stock, 
Convertible Subordinated Debentures 
Due 1 994, and Warrants — Series C expiring 
March 31, 19G1 to purchase its Common" Stock 
at $55 P G - shore for all of the outstanding 
shares of Piper common stock tendered in ac¬ 
cordance with this Limited Exchange Offer in 
the ratio of one share of Common Stock, $15 
principol amount of a Debenture and Warrants 
to purchase 2.2 sharos of Common Stock for 
each chare of Piper common stock. The Deben¬ 
tures ara convertible into iiangor Punta Com¬ 
mon Stock at $55 per share." 

(iv) On page 0 of the preliminary 
prospectus: 

' ' ■ 

"The Soliciting Dealers, including the 
Dealer Manager, and the s toc/dioldor 3 of Piper 
who are parties to the Agreement nay be 
doomed to nc underwriters within tho meaning 
of the Securities Act of 1933.“ 

The First boston Corporation has ren¬ 
dered service:- as financial advisor to Piper 
and the stockholders of Piper who aro parties * 
to the Agreement referred to under 'Each- 
ground Oi.' the Exchange Offers' for which it 
io eo receive compensation in an amount not 
yet determined." 

(v) On page 14 of the preliminary 
prospectus in Koto 17 (a) : 




2 
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"1 /• (a)' Assuming that only the 501,090 

nlmrou o£ ripur cc;.l':oii stock owned by the 
par bier, bo tne Agreement aru tendered pur¬ 
suant to tho Bucnangc Offer;;, Uamjor I’unta 
will.own 013,000 sharos, or 37.30t, of Piper's 
out.';banding coi.ur.on stock. Bor each share no 
tendered, Bangor Punt a will issue one share 
of co’.mnon atoc);, $15 of S-l/2t convertible 
cubordinatod debentures duo 1994, and 2.2 war¬ 
rants. This will rosult in tho issuance of 
501,030 shares of common stock, $7,510,350 of 
5“l/2t convertible subordinated debenturos, 
and 1,102,390 warrants." ** 

(vi) On page 21 of the preliminary 
prospectus in Note (i) ; 

"If Bangor Punta .acquirea only the 
501,090 shares of Piper stock owned by tho 
parties to the Agreement, Bangor Punta will 
own 013,890 chares, or 37.3Sfc, of Piper'o 
outstanding common. stock." 

(vii) On pageo 23 and 24 of the pre¬ 
liminary prospectus in Note (a): 

"(a) Assuming that only the 501,090 
shares of Piper stock owned by tho parties to 
tho Agreement are tendered pursuant to the 
lb:chango Offers, Bangor Punta will own 
013,090 shares, or 37.33u, of Piper's out¬ 
standing common stock, which will be carried 
as an investment. The pro forma balance 
sheet gives effect to tne following adjust- * 
nients: 


"Purchase by Bangor Punta of 
112,000 shares of Piper common stock 
with a corresponding reduction in cash 
and marketable securities of $0,860,000. 

"Issuance of 501,090 chares of 
Bangor Punta common stock with an 


3 
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assumed value of 533 per sharo, fer a 
total of 510,535,970. 

"Iccuimcc of 57,510,350 of 5-1/2^ * 

convertible subordinated debentures 
duo 159 4. 

"Issuance of 1,102,393 wsrrantc to 
purchase It any or ?unta cossnon stock with 
an assumed value of 510.75 for a total 
of $11,350,778." 

(viii) On page 9 of Chris-Craft's 

final prospectus datod July 24, 3.969, Chris- 

Craft nado the following statement; 

•‘Pursuant to an agreement dated as of Hay 0, 

1969, bar.yor Punta is simultaneously offering 
one chare of its common stock, $15 principal 
amount of its convertible subordinated deben¬ 
tures convertible at $55 per chare and war- • 
rants to purchase 2.2 sharc-s of its cojru.ion 
□ tock at $55 per shake to 42 holders of Piper 
Corsr.on Stock, including members of the Piper 
family, holding an aggregate of 501,090 shares." 

Substantially the same language as contained 

in subparagraphs (i) up to (vii) was included in tho 

bangor Punta final prospectus dated July 10, 1969. 
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Ctu V 



pro; 

ccr.i 


114. 




• luris-Craft] Vhc Pipe-: 

.« i-uly 23, lvC3 die r.c: state that Earner 
. exenasge offer as described in 
spoetus, -i.Cv the Chrix-Craft exchange offer discussed 
^_p«_r a °“•'•tr PC, 19-S letter: (1) recuired that 


- u u 


orccc 




v» - * * r- v* » 


r-e-s ue irrevccacly tendered, (ii) v:culd h*> *V!v 


Picer 


v:cu^d be fully taxable 


..c . CCi 


• r*- % "* - • 


exchange occurred, (ill) 
; iper shareholders give Bangor 


O-. 4 . ^ 

* w*..ua 


'•«/> v — v) ci_d not set feren t 


^ U.iil U v C r. V 

an irrevocable 


n terras c; any future .terser cr 


> —Cc«/ a u n • 
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, l 


U*A. 


: 


[Proposed by Defendants] The information 
referred to In (i), (U) and (ill) of Finding ' 


!■ 


^ ‘ • . ‘ l . VjV'V -K 

ing Bangor Punta's proposed exchange offer was set forth ''&/? 

•» • .. *■ • ' * ; 

* .* • . . ■ t » • 

• " , ^ «. . J N - . Jt \ , 

at pages 5»' 7 and 8-9 of Bangor Punta's preliminary prospectus * > . 

. •** ;•‘1 •*$v; 

and the same information was also included in Bangor Punta's C 

1 I*. . • . J % . " k • * • 

final prospectus. * . •* • v'.-.» :i V^Vv'V./.v'- 
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116A. [Proposed by Piper] On July 25, 
19G9, Chris-Craft cent to all Piper shareholders the 
following letter commenting upon the Dangor Punta and 
Chris-Craft exchange offers which were at that time 
both outstanding: 
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/////&sr#/fii /s/g 

OOO MAOISON AVCNUC / N CW YORK, H. Y. 10022 / (212) *421-0200 


CxfcCVTiv* Omcc 


July 25, 1269 


Dear Piper Shareholders, 


Bangor Punta is offering you in exchange for your Piper commbn 
stock a package of its securities consisting of (a) 1.2 shares 
of its Common Stock; (b) warrants to purchase 3.5 shares of its 
Common S.cck at S55 per share; and (c) $31 face amount of its de¬ 
bentures, convertible into its Common Stock at $55 per share. 

Chris-Craft has filed a new prospectus which increases its offer 
to you to (a) SIO cash; (b) one share of $2 Convertible Preferred 
Siock, convertible Into 3.4 shares of Chris-Craft common stock; and 
(c) six warrants to purchase Chris-Craft Common Stock at S25 per 
share. The offer is now for any and all Piper shares up to 300,000 
(with the right to take on additional 100,000 at the option of 
Chris-Craft). Payment will be made as soon as possible after Tpn 
days from the effective date of the improved Chris-Craft offer. ' 

Chris-Craft plans to mail to you soon a new prospectus covering its 
increased offer. We urge you rot to accept the bancor Punta offer 

1 V° J ■ >lava nari ar > opportunity to compare it with the new improved 
Chris-Craft offer .• ’ 

In addition, you should carofully consider the following facts: 

*• Bangor Punta offers you no cash in its package. 

If you exchange your Piper stock in the Bangor 
Punta offer, you v/i I I need cash to pay taxes if 
you have a profit. Chris-Craft offers you $10 cash. 

2. The Bangor Punta warrants are exercisable for its 

Common Stock at $55 a share. Its Common Stock traded 
today ai only $22.50 a share. The Bangor Punta common 
sIgck wou Id nave to increase by $32 a share before tmo 
marKut price even reechos the exercise price of the 
warrants. You should noTo that the warrants which 
Chris-Craft is orvoring to you have an exercise price II 
.points and E5£ above tho present marke-T for Cr.ris-Craft 
Common Stock. The Bangor Punta warrants are 32 points 
and \AC% above the market for Bangor Punta Common Stock. 
We leave it to you as to which is more valuable. 


7 
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3. Tho Cjngor Punta Convertible Debenture we believe' 

suf.crs from the some fault as the warrants. They are 
conver: i b Io into Bangor Punte Common Stock am $55 a 
• share which is I40;J above the current market price. 

Moreover, in tno final Prospectus of Danger Punta they 
isc lose on the cover page a fact previously buried deep 
■ ns.dc. We quOTo: ^Tho DoSn. -,turns ... . r/.---.- 
. tO--»onjo^_:noebtedr.oss (..s re: 5ned) wr.ich aroanre/* ~r.— 
as of Juro i r ^ c ‘ " This iT7Z>—-f^The 
p CC,<, ' 0 ' CCrS cqui7 Y of “ongor Pur.ta which, as s.\&wf*. 
n »,s Prospectus, was only 5120,061,000 as of March 31. 

!9o9 Do not be r.isloc’ by the $31 face value of tr.e 

debentures. If they sell at a discount theyx:ould be 
worth much less. 

*' c h r ; i ^“ r 'f. le “ sr . t ° you of Juna 20 -'*»«»»»th*t ■ 

fir p" C f TOCK feM ln price sir,ce iT its offer 

PunTa'ce-™°q . 'I 0i “! T ’ f0 ‘ 3 To te " V ou That the Sar.ro.- 

!r I?, C , .! has falle 0 nuch "° re -- «ore Thor, 5« 

• n value In .he past month. 

• 5 * Pu f“ a ' s offe ; is contingent on a favorable vote of 

? nCe Y ° U haV ° +cndercd . '/ou will nor be 
h! LI w '; hd ^ &w zr ‘ d y° ur stock could be held indefinitely 
. ' Chr^T r - U - ta ' Chr, *-C»-»ffs offer has no such condition. 

• i ntcnds to ,ssue +hG cash and securities for 

Piper Aircra.T smock as soon as possible ten cays after the 
commencement of the new offer becomes effective. 

• 6 * lol 000 w-i S "h raf - si fcr Is for any aRd a " shares up to 
,000 Wi.h The righ. ,o take an additional 100,CC0 shares 

for a Total of 400,000. With approximately 556,000 shades 

owned by C..ris-oraft and 620,000 shares owned by or under 

‘2 3ar,S r r Punta ° nly 460 ' 000 shares are free to 

u - :n for *• 

T “ har : 5 I: Pip * r 

2v,Sr a ° <r<>r an ‘ I SUS5aS7 >ou consult yow broker or flrarcial 

wi r . , 1 r^ r6#t ‘L n - W fr,6i,ir -9 T° V° u a prospectus covering its now offer 

^ S you not to act hastily. Do not accept the Banco'* Pu f u p .' . . 

you have hed a chanco To sTudy The nee, improved Ch^Crafr'of fek 

Very truly yours. 


CHRIS-CRAFT INDUSTRIES, INC. 


/, S 

V v— /Z 

•C» Lconoro Coro on 
Vico PresiCent 
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116B. [BF] 



(i) That all of the Bangor Punta 
securities offered on its exchange offer were 
readily marketable, and could be sold to raise 
cash for taxes. 


(^) That Bangor Punta warrants 
traded on the over the counter market and 
on July 24, 1969, such warrants were quoted 
at 6 3/4 - 7*1/2. 

(iii) That the Bangor Punta Convertible 
Debentures were traded on the over the counter 
market and on July 24, 1969 such debentures 
were quoted at $83-$88. 

(iv) That each security contained in 
the Bangor Punta package wss quoted either on 
the NVSE in the case of the common shares and 
on the over-the-counter market for the warrants 
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and debentures and that the 


current market 


value of the entire Bangor Punta 
package was thus ascertainable. 


ecuritios 


(v) That from July 23, 1969, when 
market quotations for all of the components 
of the Bangor Punta package were first avail¬ 
able, to July 25, 1969 the package of securities 
offered by Bangor Punta on its exchange offer 
had a market value exceeding the market value 
of the Chris-Craft package of securities offered 
either in the initial Chris-Craft exchange offer 
or its exchange offer which became effective on 
July 24, 1969'. 
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HGp . [Proposed by Piper] On July 17, I960, 
Chris-Craft*s Board of Directors adopted resolutions ap¬ 
proving an exchange offer for Piper shares and giving 
Mr. Siegel the same discretion as to whether or not to 
proceed with the exchange offer,, as quoted in Finding 

70A . Mr. Siegel determined to proceed with the ex¬ 
change offer. . ' * «, . 
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116^. [Proposed by Piper] 7\t all times until 
July 24, 19 69, Chris—Crnft had the right not to proceed 
with its exchange offers. It elected to proceed. 
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UjL_ 


117. L?- '.-osed by C 


hri s-Craft] Bangor 


O •* I 
- *-%.. u c- 


exchange offer became effective on July 16, l^jCj ar.u v/os 
announced to the public over the Dow-Jor.es tape at approximately 
12:00 noon the same day. The exchange offer remained oner, 
to 5:C0 P.M. , July 29, 1969. The exchange offer to the ou'olic 

4 N 
(*-/ 

provided for the exchange of 1.2 common shares of Eangcr Punta 

(k) 

common stock ^ Bangor Punta's Warrants - Series C - to purchase 
3•5 shares of Bangor Punta common stock at $55 a share, and (C p 
v31 principal amount of 8-1/^* convertible debentures, dated 
i99^, convertible at $55 a share, of Bangor Punta for each 
share of Piper common stock tendered. 


. 
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H7A. [BP] 

After the close of the NYSE on July 17, 1969, Hr. L- 
an<! Mr. Wallace discussed the composition of the Bangor Punta 
securities package to be offered to the Piper shareholders otfc 
than the Piper family in Bangor Punta's exchange offer which 
was to become effective the following day. On July 18, 1969, 
Bangor Punta received the annexed letter free First Boston. 
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Tins Fikst Boston* Corporation* 


o«« a** 5 *'" * * July 18, 1989 

Mr. David V/. V7alla.ce 
President 

. Bangor runta Corporation 
Mi 09 Park Avenue 

•Kew York, j.'cw York 10022 • . 


20 Exciian<;k Placj: 
Kkvc Yokk.K.Y. iooos 


Dear Sir: • • 

. • . • , • 

We understand that Bangor Pur.ta Corporation ("Bancor") plans 
to offer a ro;r.bir.ation of securities to certain shareholders of Piper 
Aircraft Corporation ("Piper") in exchange for their shares of common 
stock of Piper. In this connection, you have asked us to advise you 
as to the value of such combination of Bancor securities. 


You have 
share of Piper can 


informed us that under this cxchar 
be exchanged for the following Bar 


ge offer each 
Cor - securities: 


(1) 1.2 Common Snares, par value $1 per share, plus 

(2) A Warrant - Series C expiring March 31, 1981 to 
purchase 3*5 Common Shares at $55 per snare, and 


• *’’(3) $31.00 principal amount of 8 l/k% Convertible 

Subordinated Debentures Due 199* ; convertible into 
Bangor Common Stock at $55 per share, r.onrcdeemable 
prior to July 1, 1973 ur.d thereafter initially as 
108.25 f .j of the principal amount, and entitled to a 
sinking fund commencing on March 31, 1980 sufficient 
to retire 91 of the principal amount then outstanding. 


In addition, we have reviewed your Preliminary Prospectus dated 
July 16, 15-69, filed with the Securities and Exchange Commission, and 
understand that the other provisions of t these securities will be substan¬ 


tially as set forth therein. 


r 0 


Wo are pleased to advice you that, in our opinion, the value o: 
the above-described combination of Bangor securities is not less than 
per common share of Piper. This valuation is based on market and other 
conditions existing prior to the opening of business on July 18, 1969. 



Very truly yours, 

TiiK FIRST‘EOSXO;; CORPOlblTIOK 


' By__ 

John ii. laori , Jr. 
Vice President 













450 A 


117(B). [Proposed by First Boston] The 
opinion expressed in its July 18th letter to Bangor 
Punta was the collective judgment of an evaluation 
committee of First Boston which had met on July 15 
and acain on July 17. In reaching its judgment, the 
committee made use of a book containing data and 
analyses which had been prepared under Mr. Laeri's 
direction over a period of six weeks. Defendants' 
Exhibit AE-3 is the book prepared under Mr. Laeri's 
direction. 
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118 . [Proposed by Chris-Craft] After its 
exchance offer became effective. Bancor Punta mailed to all 
of Piper's shareholders a final prospectus dated July 18, 
1969. The final prospectus included information supplied 
by Piper as stated on page of such prospectus. First 
Boston acted as "Dealer Manager" on the exchange offer and 
was so designated in such prospectus. 
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119 * [Proposed by Chris-Craft] Bancor Punta's 
registration statement. Including its preliminary pro¬ 
spectus, was subscribed to by its directors, including 
David W. Wallace, Nicolas Salgo and Curtis Hutchiis. 

Amendment No. 2 to such registration statement was subscribed 
to by John Flick, Esq., attorney-in-fact for all directors. 
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120. [Proposed by Chris-Craft] Bangor Punta's 
final prospectus dated July 18, 1969 contained the following 
statements: 


"The Registration Statement of which this 
Prospectus is a part was filed on May 29 , 
1969. Prior to such date Bangor Punta and 
certain members of the Piper family issued 
a press release concerning the proposed 
Exchange Offers and neither such press 
release nor news reports concerning it 
should be relied on in making investment 
decisions." (at page 3 ) 

• 1 < 

"No guarantee of, or representation 
as to, the value of the securities 
offered by Bangor Punta pursuant to the 
Exchange Offers is or can be made." 

(at pages 3 and 5 ) 
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120A. [Proposed by 3angor Punta] The statements • 
quoted in Finding 120 were inserted by Bangor Punta in its 

final prospectus as a result of comments contained in a 

• * * ’ • 

letter of comments from the SEC to Bangor Punta dated 

June 17, 1969 concerning Bangor Punta's registration statement. 

The specific language contained in such statements was discussed 

prior to its inclusion in the final prospectus with the staff 

% 

of the SEC who reviewed the Bangor Punta registration 
statement. The staff did not object to such language or to 
the insertion cf.such statements in the final prospectus. 
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120U. [Proposed by Piperj Detween July 18 
and July 29, I960, while Bangor Punta's exchange offer 
for Piper shares was outstanding, Chris-Craft had the 
right to tender all of its Piper shares to Dangor Punta, 
since Dangor Punta's exchange offer was made to all 
Piper shareholders. Chris-Craft elected no£ to tender 
any of its shares to Dangor Punta and decided instead 
to proceed with its own exchange offer. 
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121- [Proposed by Chrls-Craft] On July M . 196 „ 1 - 

Chrls-Craft filed a registration ^ t 

registration statement entitled 

Registration No. 2 " and prospectus offering to the share- 

° f PlPer t0 eXChanSe (a)l share or Chris-Craft’s 
52.00 convertible preferred /u x 

. . red St ° Ck * (b) warrants to purchase 

o shares of Chrls-Cra ft 

Craft common stock, and ( c ) *10 1 „ cash 

lor each share of Pino*. ,, 

Piper common stock tendered to It "up to 

300,000 (and at Its option up to too 000) aha 

This offer contained a Plper -" 

tbe Cb , ” 0r<! “ arrantS th3n Were in 

Cbris-craft exchange offer described 1 „ Pi ndlng 80 . The 

prospectus dated July 24 lofio r 

K< * 969 f ° r the Chrls-Craft exchange 

stated “ malUd ^ ChrlS ' Craft t0 —!ders 


toTh n /‘° P ‘‘ r °°™'nned e toJ a J9 e Im*/ f 2 r P1 P er 

tendered. None of thn ,. 0r c °™ltted to be 
because the o?f e f was KrTT, WePe a «epted 
shares. The offer made Ln„? lnl w m of 8 0,000 
80,000 share minimum On y 6 7 criminates the 
12, 1969, June 17 To«o T Une 5 * 196<) ‘ June 
11, 1969 and July 27 - 19«9, July 
the exchange offer *Tha, 9 e ^h ris ~Craft extended 
longer in effect Thlnn,a Chanee ° rrer is no 
shares of Piper Common Steer? °h th<? 39>8?6 
earlier offer will r c on ta Lr dered Under the 
Chris-Craft and informed ^ p * rsonal ly by 
shares may be withdrawn o^tS^r^ 6 ^ 


Registration Statement No. 

2li, 1969 . 


2 became effective on 
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- 122(A). [Proposed by First Boston) At the time 

Bangor Punta's registration statement became effective. 
First Boston did not know (if true ), 

4 . That Bangor Punta had been advised ! its 

accountants that sale of the stock to Amoskeag for 

$5 million would result in a loss of about $14 

million over the railroad's carrying value on the 

financial statements of Bangor Punta and a loss 

of about $25 million over Bangor Punta's equity in 
•» 

the underlying net assets of the railroad. 

5. That formal approval by the Bangor Punta 
Board of the sale was being withheld in an attempt 
to avoid disclosure. 
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. 122(B). [Proposed by First Boston) As Dealer- 

Manager of the Bangor Punta exchange offer. First Boston 
through its attorneys read the minutes of the meetings 
of the Eangor Punta Board of Directors, including those 
of April 1, 1969 and May 21, 1969, and the portions 
thereof quoted in Findings 155 and 161. 

No other minutes of Bangor directors* meetings 
or executive committee meetings subsequent to May 21, 1969 
and prior to the effective date of the registration state- 
ment record anything concerning the railroad. 




* 
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122(D). (Proposed by First Boston) First 
Boston was not shown, and was not aware of the existence 
of (1) Curtis Hutchins' letter dated May 27, 1969 to 
Frederic Dumaine, (2) Dunaine's memorandum of telephone 
conversation of June 16, 1969, or (3) the Lushing 
memorandum of May 20, 1969. 
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& 

123^. [Proposed by Piper] Neither Piper, 
the Piper defendants, nor their attorneys v/cre av/arc a 
any time of the consideration being given by Danger 
Punta to the disposition of the Bangor and /eroostcok 
.Railroad. They first learned of the disposition from 
reports appearing in the press after October 3, 1969. 
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i 


t BP ) (■*) .The consolidated statement of earnings 
for the six-month period ended March 31, 1969, included in 

Bangor Punta's preliminary and final prospectuses reflected under 
the heading "Extraordinary Items": ...Net Gain (loss) on sales 
of properties and securities..." a gain of $1,341,141. 

(b) The Bangor Punta statement of consolidated 
income for the year ended September 30, 1969 contained the 
following entry: "Extraordinary Items - gains ($7,530,600 in 
1959) and provision for losses ($22,132,600 in 1969) on 
disposition of assets ... - $ 14 , 552 , 031 )." 

(O) The following schedule shows the breakdown of the 
items making up the foregoing extraordinary items. Column 1 

all of the extraordinary items which were refelcted in the 
six-month statement ended March 31, 1969, and Column 2 shows 
the extraordinary items reflected in the statement for 
Bangor Punta's fiscal year ending September 30, 1969: 
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Extraordinary Items 


1969 


March 31 

Gain on sale of marketable securities $3,577 719 

Loss on sale of: Bangor 6 Aroostook R/R 

BSP Corp. 

Writeoffs: 


Excess costs 

Investment in Amco Liquidating 
Advances to Springfield Corp/* 
Partial Investment in Armatech 
R & D Bushmaster - SAW 
Receivables from Armatech - Patcc 
Patents - Amutec 

Note Receivable from Penn Marine 


180,000 


175,000 


Writedowns: 


September 30 
JL7.580 • 603 


13,813,229 

227,705 


A, 981,005 
105,763 
532,626 
395,89 
187,34 
83, 8? 
231,436 
175,000 


Inventory - C ro wn Fabrics 
Machinety £< Equipment — Helena 
Land A Building - Luhrs 

Fire Loss - Luhrs 

164,000 

875,000 

75,000 

20,414 

143,566 

Provisions: 



Losses A Liquidations 

Litigation 

O'Day Canada 

255,318 

205,000 

200,000 

• 

Enesco - Operating expenses 

143,855 

284,48? 


$1., 373 ,273^ 

J22.63'; 

Federal income tax applicable on above 

903.405 


Extraordinary items 

$L 3 51 ? 

.314,552,031 


U « CO 
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126A (b) [Bl’] 

(a) The following is a portion of the minutes of the 
regular meeting of the Executive Committee of Bangor Punta 
held on November 4, 1969: 


Write off of Certain Intangible Assets . 

The plan for the development of a new corporate 
structure was discussed. This plan provides for, among 
other things, the disposition of certain operating 
divisions, including the Railroad, Process Engineering 
and Equipment Group, Fashion Fabrics Group and the 
Kinney Company Division of the Emblematic Jewelry 
Group, and the concentration of management effort 
in the remaining, more profitable, divisions. Pre¬ 
liminary negotiations and assessments have indicated 
that not more than the amount of the net tangible 
assets will be realized by the corporation from the 
disposition of the Process Engineering and Equipment 
and Fashion Fabrics Groups and from the Kinney Company 
Division of the Emblematic Jewelry Group and that the 
intangible assets of such divisions have no realizable 
value. Thereupon, after discussion upon motion duly 
made, and seconded, it was: 

RESOLVED, that the intangible assets of the Corp¬ 
oration's Process Engineering and Equipment Group, 
its Fashion Fabrics Group and the Kinney Company 
Division of its Emblematic Jewelry Group be 
written off as of September 30, 1969, as it is 
estimated that such intangible assets have no 
continuing value; and 

RESOLVED, that the Chairman, Co-Chairman or 
President bo and hereby is, authorized to liquidate 
any of the aforenamed operations as he or they may 
deem appropriate under the circumstances. 
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(b) AC m 
April 1, 1969, May 2 
1969 the dcsirabilit 
Punta's business ref: 
Findings 155, 161, li 

(d) The 
Executive Coraittee 
that upon a liquidat 
probably be able to 
tangible assets, but 
"good-will" or "vale, 
no longer have a con 
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actings of the Board of Directors held on 
1, 1969, August 7, 1969 and September 9, 
y of disposing of the portions of Bangor 
erred to in "a" above was discussed. (Slo 
• 9 and 179N.) 


November A, 1969 minutes of the Bangor Punta 
rerlect that the Executive Committee decided 
ion of these businesses Banger Funta would 
receive at least the book value of the 
the intangible assets, or so-called 
o oj. a business as a going concern" mir'-.c 
tinuing value and should be written c r .~. 
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127. [Proposed by Chrls-Craft] The Bangor Punta 
* • . « 

preliminary and final prospectuses contained the following 
Notes to the capitalization tables and financial statements 
of Bangor Punta at pages 18 and P-15 of the final prospectus: 

• 

"Pursuant to a Note.and Warrant Agreement • 
dated July 31, 1968, the 7-1/^% Joint and 
several notes due March 1, 1983 were Issued 
together with 55,000 Series A warrants and 
60,000 Series B warrants to purchase a total 
of 115,000 shares of Bangor Punta common stock. *■ 
at $55 a share, subject to adjustment. Any 
portion of the loan not used for "approved 
acquisitions", as defined, by November 1 , 1970, . 
must at the option of the holders of such notes 
and by notice given to Bangor Punta prior to 
Mav 1 , 197J be repaid. In the event of repayment, 
the lender must surrender the proportionate 
number of 60,000 Series B warrants originally 
received. Piper Aircraft Corporation is an 
"Approved Acquisition." 

"Pursuant to a Note and Warrant Agreement 
dated July 31, 1968, the 7-1/4* joint and 
several notes due March 1 , 1983 were issued 
together with 55,000 Series A warrants and 
60,000 Series B warrants to purchase 115,000 
shares of Bangor Punta common stock at $55 a share, 
subject to adjustment. Any portion of the loan 
not used for "approved acquisitions", as defined, by 
November 1 , 1970, mu 3 t, at the option of the 
holders of such notes and by notice given to 
Bangor Punta prior to May 1, 1971 be repaid. In 
the event of repayment, the lender must surrender 
the proportionate number .of 60,000 Series B 
warrants originally received. Annual installments 
on the notes are due in amounts equal to 2% of 

._ the aggregate principal amount from 1973 to 1977 

and 6% from 1978 to 1982." 









New 12/9/70 


466 A 


128. Proposed by Chris-Craft. The portion of 
Section 12.4 of the Note and Warrant Agreement which was not 
stated in Bangor Punta's prospectus,provided in substance 
that the portion of the John Hancock loan applied to an 1 
"Approved Acquisition" could be called by John Hancock, if,' 
Bangor Pur.ta did not succeed by November 1, 1970 in either • 
merging with or acquiring 90% of the stock of the corporation 
which was the subject of the Approved Acquisition. ' V\ ‘ ' 


Findings 95, 127 
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128A (BP] 

(a) The Note and Warrant Agreement between Bangor 
Punta and John Hancock portions of which are referred to in 
Finding 95 was filed with tho SEC as a,, exhibit to the Bangor 
Punta registration statement for the exchange offers and was 
part Of the SEC file available for examination by the public. 

(b) The references in the Bangor Punta preliminary 
and final prospectuses to such Note and Warrant Agreement are' 

contained at PP . 16-18, F-15-F-16 of Bhngor Punta's final 
prospectus. ' • 

• * * ■ • 9 . * 

. • % * ' 

r ' » . • 

• , • 

( 9 ) In agreements dated September 30, 1970,'and V- 
October 1970, Bangor Punta revised both of its revolving . 
credit arrangements with its banks and its Note and Warrant' 
Agreement with John Hancock. Included in such revisions was 
the deletion of those portions of the Note and Warrant 
Agreement referred to in Findings 95 and 127. 



Revised 12/16/70 i Rev. 1/25/71 


468 A 


130 . 

final prospectus 
60,000 shares of 
1969 and June 17 , 


[Proposed by Chris-Craft] Bancor Punta’s 
did not state that John Hancock purchased 
Bancor Punta common stock between June 4, 
1969, as described in Finding 102. 
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[Proposed by Chris-Craft] 

132. Bangor Punta's final prospectus 

dated July 18, 1969 stated at p. 9 : 


Ihe First Boston Corporation, as Dealer 

Pun?f er o has en ^ ered into an agreement with Bangor 

th£ c hiCh is filed as an exhibit to 

the Regiotration Statement, whereby the Dealer 

Manager has agreed to use its best efforts to make 
£° r selected securities dealers 
Dealers ">> including itself, to 
nrfw 1 exchanges pursuant to the General Exchange 

Punta wi com P ans ^tion for such services, Bango? 

11 pay to the-Dealer Manager a fee of 3(V 
for each share of Piper common stock tendered in 

sSch r fee C Ihall th i the General Change Offer, but 
such fee shall in no event be less than $40,000. 

o Pees will be paid with respect to shares 
tendered after the Expiration Date. In addition, 
a* ■, ng * Co -> Inc. has been retained to 
as^isu in the solicitation of tenders. 

c™ l' The Dealer Manager, upon receipt of funds 
from Bangor Punta, will pay to each Soliciting 

^ er a fee of $1 *50 for each share of Piper 
s £°<* tendered in accordance with th* 

Generai Exchange Offer, if, with the approval 

; endaring stockholder, the name of such 
Soliciting Dealer has been inserted in a duly 
executed Letter of Transmittal or if Bangor Punta 

lo?iMM Dea i er ^ anager have a 8 reed that such 
De a^er is entitled to such fee in 
recognition of the Dealer's services in effectuating 

reL e£t ?o S t,r 0 K i1ed that the fee wUh 8 

Thi A h 7 ^s s s%^r ha ^?fes 

P 1 w 1 ros .° eCi - to the Limited Exchange Offer. 

parties to the Agreement may be deemed to be 
underwriters within the meaning of the Securities 
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Act of 1933 . The Dealer Manager Agreement and 
the Agreement provide that Bangor Punta will 
Indemnify the Soliciting Dealers, including the 
Dealer Manager, and the stockholders of Piper 
who are parties to the Agreement, respectively, 
against certain civil liabilities, including 
liability under the Securities Act of 1933. 

"The First Boston Corporation has rendered 
services as financial adviser to Piper and the 
stockholders of Piper who are parties to the 
Agreement referred to under 'Background of the 
Exchange Offers' for which it is to receive 
compensation in an amount not yet determined. 

If Bangor Punta obtains a majority of the out¬ 
standing shares of, or merges with. Piper, Bango 
Punta has agreed it will pay the compensation 
payable to The First Boston Corporation for such 
services." 


The prospectus made no other reference to First Boston's 
relationship to Piper or the Piper family. 

*V<- 
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13^.* [Proposed by Chris-Craft] Piper's letter to 
shareholders dated January 28, 1969 (attached to Finding 2*0 
stated that In view of Chris-Craft's announced intention to 
take control of Piper, Piper had retained D. F. King & Co., 
Inc. to assist it in the solicitation of proxies for the 
annual meeting at an anticipated cost of $10,000 including 
all fees and expenses. 
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[Proposed by Chris-Craftj Between January 
and August 1969* Piper engaged the services of D. F. King & 
Co., Inc. to advise management with respect to the Chris- 
Craft tender offer and exchange offer. In addition, as 
stated in the above Piper letter dated January 28 , 1969 , 

Piper separately retained the said D. F. King & Co., Inc. 
for assistance in the solicitation of proxies for the annual 
meeting of Piper shareholders scheduled for February 4, 1969 . 

In January 1970, D. F. King & Co. submitted a statement to 
Piper for a total of about $59>000 consisting of $^0,000, 
plus expenses and disbursements, for its advisory services 
and $ 10,000 for its assistance in the solicitation of proxies. 
Piper paid D. F. King '3 statement in February 1970. 
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136. [Proposed by Chris-Craft] The Bangor 
Punta prospectus dated July 18, 1969 stated that D. F. King 
4 Co., Inc. had been retained by Bangor Punta for a fee of 
$5*000 plus expenses to assist Bangor Punta in the solicitation 
of tenders. This was the only compensation paid to D. F. King 
4 Co., Inc. for its services relating to the Bangor Punta 
exchange offer. 







474 A 


136A. [Proposed by Piper] On August 1, 1969, 
Chris-Craft sent a telegram to all Piper shareholders 
stating: 

"CHRIS-CRAFT EXCHANCE OFFER FOR PIPER AIRCRAFT 
SET FORTH IN SUPPLEMENTED PROSPECTUS SENT TO 
YOU WILL EXPIRE MONDAY, AUGUST 4 AT 5 P.M. NEW 
YORK TIME. NEW YORK STOCK EXCHANGE HAS AN¬ 
NOUNCED SUSPENSION OF TRADING IN PIPER EFFEC¬ 
TIVE MONDAY, AUGUST 11. STRONGLY URGE**YOU TEN¬ 
DER SHARES. PLEASE ASK YOUR BANK OR BROKER TO 
WIRE BANK OF NEW YORK AT ONCE. TENDERS POST¬ 
MARKED AUGUST 4, 1969 WILL BE ACCEPTED. 

C LEONARD GORDON JAMES J ROCHLIS DIRECTORS" 


ONLY copy available 



2/4/71 

136B. (BP] 

t ’ _ • ' * . > • 

Chris-Craf^a August 1, 1969 telegram (see Finding 

136A) did not state that there would be over-the-counter trading 
in Piper shares after August 11, 1969, and that Piper shares 
had since April 1969 been traded on the PBWSE, 
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!37. [Proposed by Chris-Craft] Chris-Craft 
received 112,089 shares on its exchange offer, which closed 
on August 4, 1969. Between August 12, 1969 and August 18, 1969 
Chris-Craft purchased an additional 29,200 shares of Piper 
for cash. 
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138. [Proposed by Chris-Craft] Bangor Punta received 
on its exchange offer, which closed on July 29, 1969 , 111,628 
shares of Piper. Bangor Punta's shareholders ratified the 
Bangor Punta exchange offer on August 7, 1969. At a meeting 
of Piper's Board of Directors on August 12, 1969 , Howard 
Piper, Thomas F, Piper, Charles W. Pool and Walter C. Jamouneau 
resigned as directors, Messrs. Nicolas M. Salgo, W. Gordon 
Robertson, David W. Wallace and John E. Flick of Bangor Punta 
and Lawrence R. Barnett of C! "is-Craft were elected Piper 
directors. Mr. Salgo war elected the Chairman cf the Board 
of Piper, and Mr. Flick secretary. As a result of these changes 
as of August 12 , 1969, the Board of Directors of Piper con¬ 
sisted of the following persons: 


Nicolas Salgo, Chairman 

W. Gordon Robertson 

David W. Wallace 

John E. Flick, Secretary 

William T. Piper, Jr. t President 

C- Leonard Gordon 

James C. Rochlis 

Lawrence R. Barnett 











V 
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138A. [EP] 

(a) The Bangor Punta Exchange Offer expired by its 
terros on July 29, 1969 and a total of 111,628 shares of Piper 
out of a total of approximately 467,300 shares then in the 
hands of the public other than Chris-Craft, were tendered 
to Bangor Punta for exchange. 

. (b) On July 24, 1969, the Chris-Craft exchange offer 
became effective and remained open until August 4, 1969. The 
holders of approximately 112,039 shares of Piper, stock accepted 
Chris-Craft's offer instead of Bangor Punta's. 

(c) After Chris-Craft closed its exchange offer on 

August 4, 1969, Chris-Craft owned 668,295 or approximately 417. 

outstanding Prper snares and Bangor Punta owned 732,918 
or approximately 457. of the'outstanding Plper sharc s, leaving 
approximately 243,600 or almost 157. of the outstanding Pi?3 / 

shares in the hands of shareholder, of.Piper other than Bangor ' 
Vuntia. or Chris-Craft. 

on Audits* - r io^q t? _ 

° us - b » i9u9 > Bangor Punta began 

purchasing Piper shares for - n , V vc~ 

* o.i c..c_ i.Yi£. until August 11, 1969 

and then over the PBVJSE and by Septenbor S lorn u 4 

- pLer " yor 5, 1969, had acquired 

an additional 100,614 ?in 3 - a - n _ r 

p -.u..us ct prices ranging frem a high 


t, 
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of $64 on August 19, 19 69 to . low of $66 on August 8, 1969 
investing over $7,000,000 in cosh. These market purchases 

cade Bangor Punta the record owner of more than 50% of the 
outstanding Piper shares. 


(e) Chris-Craft purchased *9,200 Piper sharer after 

the close of its exchange offer between August 12, 1969 and 
August 18, 1969. 


\ 
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139 [Proposed by Chrls-Craft] 3etween August 8 , 
1969 and September 5, 1969, Bangor Punta purchased 109,897 
additional shares of Piper stock, principally on the • 

Phlladelphla-Baltlmore-Washlngton Exchange, Including 63,971 
shares purchased through First Boston as its agent. The 
109,897 additional shares made Bangor Punta the record owner 
of more than 50* of Piper's outstanding stock. Bangor Punta 
announced the fact that It had acquired over 50* of Piper's 
stock on or about September 10, 1969 , which was reported 
In the press on September 11 , 1969 . 
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139A. [Proposed by Piper] After the close of 
its exchange offer on August 4, 1969, Chris-Craft, be¬ 
tween August 12th and August 18th, purchased 29,200 
additional shares of Piper stock at prices ranging from 
$71.21 per share to $80.06 per. share. Although addi¬ 
tional shares of Piper stock were available for. purchase 

•» 

after August 18, 1969, Chris-Craft did not make any 
further purchases of Piper shares. 
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141. [Proposed by Defendants] The attached 
table sets forth the quoted prices of the securities 
contained in the Bangor Punta and Chris-Craft exchange 
offers during the period July 18, 1969 through August 7, 


1969 








MARKET PRICES OF BANGOR PTJNTA fi CHRIS CRAFT 



2-1/8 - 2-5/8t 

21.125 20.75 21-1/8 7 78 - 82 38 - 41 2-1/4 - 2-1/2[ 

. 2 - 2-1/2r 

2-1/4 - 2-3/4t 
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142. [Proposed by Chris Craft] On November 30, 
1970, Bangor Punta was the record owner of 839,306 shares 
of Piper, or approximately 51.0^ of Piper’s outstanding 
etoc!:,. 
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144A. [BP] 


In fiscal 1970, Piper reported a loss before 

income fanes of $1,574,000. If Chris-Craft had owned more 

than 507. of Piper's outstanding stock and had elected to 

nsolidaee Piper s etrnm-s with its own, and if Piper's 

reported loss remained unchanged, Chris-Craft would have 

had to Include a portion of this lots equivalent to its 

percentage ownership of Piper in its fiscal 1970 earnings 
report. 
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;w V.:ai 


1^5. [Proposed by Chris-Craft] Chris-Crcif* cv.-r.c 
k of Piper, or Jj 2.6£ of Piper's outst^r.ci.'.^ 


S uGC/. • 


fcU-C 
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146. [Proposed by Chris-Craft] Chris-Craft paid 
$38,295,238 in cash for its purchases of Piper stock. 






/ 
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Proposed by Chris-Craft 

12<7, / Chris-Craft has also invested 

at least $6,333,029 paid in value of Chris-Craft securities 
in its purchases of Piper stock, plus interest and expires. 
The aforesaid valuation was made on or about August 4, 1969 
using a value of $«1.50 for the $2 preferred stock and $ 15 '. 00 
for the warrants to purchase six shares of common stock, ' 
based on the average bid prices during the offering period. 


Trial testimony of Siegel, Gordon, 
and Chris-Craft financials 
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151(A). [Proposed by First Boston) First 
Boston had no part in the decisions referred to in 
Finding 151. 








w 
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151^ [Proposed by Piper) Piper's- two prin¬ 
cipal competitors in the manufacture and sale of light 
aircraft arc Beech Aircraft Corporation and Cessna Air¬ 
craft Company. The schedule set forth below shows 
closing prices on the NYSE of Beech and Cessna on the 
first trading date of each month from January 1, 1969 
to June 1, 1970, • 


Date 

Beech 

. Cessna 

Jan. 2, 1969 

t 

39-3 

26-3* 

Feb. 3 

36-6 

26-1* 

March 3 . • 

36 ' 

27* • 

April 1 

35-2 

28 

May 1 

27-3 

26-7 

June 2 

• 

27-1 

* ' 29-1 . 

July 1 

25-7 ' 

24 - 3 V • • | 

Aug. 1 

22-7 

• • ! 

* 1 

Sept. 2 ' • 

21-5 

- • • . ! 

26-3 

Oet. 1 

18-7 

23-7 

Nov. 3 

19-7 

24-2. 

Dec. 1 

CO 

1 

) 

23-6’ . 

Jan. 2 , 197G 

17-4 

* i 

23-5 S| 

Feb. 2 

16-1 

* ‘ ji 

17-6 . 

March 2 

16-1 

* » I 

1 

20 

April 1 

15-2 

18-3 

May 1 

13-3 

16-3 

June 1 

10 

14-7 

• 

- 

. | 

* Adjusted for 2 for 1 

split on ..arch 5 , 1969 

s, 

j , 


/ 





-? 


N 


' \ 
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15^* [Proposed by Chris-Craft] The financial 
statements contained in Bangor Punta's registration statements 
and preliminary and final prospectuses carried .he investment 
of Bangor Punta in the capital stock of the Bangor and 
Aroostook Railroad at $18,830,746 as at September 30 , 1968 
and $18,364,500 as at March 31, 1969. Note 1 * 0 said financial 
statement in the final prospectus stated: 

4 cons °Hdated financial statements 

include the accounts of Bangor Punta Corpora¬ 
tion (Bangor Punta—formerly Bangor Punta 
Alegre Sugar Corporation) and its sub¬ 
sidiaries, except for Bangor and Aroostook 
Railroad Company and its subsidiaries (the 
Railroad) and Prodco Finance Co. (Prodco). 

Investments in subsidiary companies, 
including the Railroad and Prodco, are 
adjusted annually for the equity in sub¬ 
sidiaries' undistributed earnings. Alx 
material intercompany items have been 
eliminated in consolidation. 

"At September 30, 1065, the equity in 
•.he underlying net assets of the Railroad 
amounted to $ 20 ,791, 56 , which was $ 21 , 694,917 
more than the then carrying value. 

Recognition of this excess was deemed 
appropriate but it was decided to limit the 
amount includible in stockholders' equity 
to ^. 1 . 8 , 30^,808 based up~n a market price 
evaluation of the Railroad common stock, 
mis resulted in increasing the carrying 
amount of the investment in the Railroad 
and stockholders' equity by $ 10 , 288 , 629 . 

“ ach restated carrying amount of the 
investment was $11,406,648 less than the 
equity in underlying net assets. During 


) • 
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the year ended September 30, 1966 the carrying 
amount of the investment increased by $749,983, 
representing the cost of 559 shares of capital 
stock acquired from minority holders and the 
equity of undistributed earnings for the year, 
to the amount of $19,134,791, or $11,449,312 
less than the equity of $30,584,103 in the 
underlying net assets of the Railroad. During 
the year ended September 30, 1967 the carrying 
amount of the investment decreased by 
$336,488, representing the excess of dividends 
paid to the parent over the parent's equity 
in the earnings of the Railroad, to $18,798,303, 
or $11,451,123 less than the equity of 
$30,249,426 in the underlying net assets of 
the Railroad. During the year ended September 
30, 1968 the carrying amount of the investment 
increased by $32,443, representing the cost 
of 120 shares of capital stock acquired from 
minority holders and the equity in undistributed 
earnings for the year, to the amount of 
$18,830,746, or $11,465,081 less than the 
equity of $30,295,827 in the underlying net 
assets of tl.e Railroad. 


The Bangor Punta registration statement and preliminary 
prospectus at page 27 and final registration statement and 
prospectus at page 29 contained the following statement under 
the heading "Description of Bangor Punta's Business": "Bangor 
Punta has operating units in the following industries; . . . 
transportation." The following appears at page 32 cf the 
registration statement and preliminary prospectus and page 34 
of the iinal registration statement and prospectus! 
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TRANSPORTATION 


T l? e Ban - or and Aroostook Railroad is an 
ail-freight line owning and operating aoprox- 
imately 800 miles of track located wholly 

S !:? te ° f Maine > running from Searsport 
on the Atlantic Coast north to the Canadian 
border. On September 30, 1968, it owned, 
subject vO security interests, or leased i|5 diesel 

5,83l< frelght cars. Approximately 
70% of the Railroad's freight revenue is y 

derived from potatoes, paper, wood pulp and 

pr ?^ cts - Mor e than 99 % of the freight 
hauled has either its origin or its final 

destination or both, on the Railroad's line. 
IheRailroad receives intense competition from 
highway carriers and also competes with Canadian 
railroads at several points on the line. It is 
a Class I carrier, subject to comprehensive 
emulation by the Interstate Commerce Commission 

f? spect J 0 rates » routes, accounting practices 
and other matters. About 1,100 persons are 

members d ^ thS Railroad » 90% of whom are union 

fiscal 1968, the Railroad accounted for 
% of Bangor Punta s total revenues and 1% of ■’ts 
operating income. Unaudited figures for the first 
six months of fiscal 1969 indicate that the 
Railroad accounted for 5JE of Bangor Punta's total 
revenues and incurred an operating loss equal to 
% o t Langor Tunta s total operating income. 

An operating loss of this magnitude is not 

unusual during the first half of the Railroad's 
1iscal year." 
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155 . [Proposed by Chrls-Craft] The minutes of 
the April 1, 1969 meeting of Bangor Punta's Board of Directors 
record the following concerning the Bangor and Aroostook 
Railroad (the "Railroad"), 98.7? of the stock of which was 
owned by Bangor Punta or its subsidiaries: 


Organization and Long Range Planning . 

with n alg ^\f tated that he wlshed to discuss 
K° a f d the general Philosophy of the 

be P invol^d Si o e ^ S J” Which Bangor Punta should 

also share wlth the Board 
some of the thoughts of management in this 

He stated that there had been under 

whether r miiorif°^ S r e time the Q ues tion of 

1 nority interests in some of the more 

Uirt p JEJy* c Perations » sueh as Leisure Time 

bSt thatch Se M Uri D y Groups ’ should be spun off, 
he * Mr * Rober tson and Mr. Wallace are 
dnn^ T m °i iS agreement that this should not be 
about * nstead » there have been discussions 
in wholi P°s 3 ihility of spinning off, either 
in whole or in part, uhose companies where 
growth is not developing as rapidly as it is 
throughout the remainder of the Corporation 

had P ? rt J CUl 5 r ' he stated that such discussions 
a ' e ^tercd u P° n the Process Engineering Gtoud 
the Railroad and the Textile GroSp? ?n this * 
connection, he pointed out that the Textile Groun 

it L S n r ff nCial ^"^ibutor of cash even ^though** 

« h .^;^^cSiS , S2. t SiS e S°2S? h . Q ?“ la * r 

s?ataS y ih,r^ reS ? eCt t0 the RanroaSfhe 

-- “*2S" so luxury. 


-__ u-<- 

« 


Chairman of the Board 
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Mr. Salgo further stated that it would 

of DirL? elpfUl V a committee from the Board 
of th£ no C ° U i d Study the Possible divestiture 
in iuhi? S ° r and Aroost ook Railroad resulting 
in public ownership of it, either in whole or in 

as Chainm aske ^ H r * Curtis M - Hutchins to serve 
Robe^r Messrs. George H. Seal and 

£° serve as members of this 

ex off^M* Wlt ? Mr * W " Jerome Strout as an 

officio member and advisor to the Committee." 


7SL<. 
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156 . [Proposed by Chris-Craft] Mr. Salgo 
testified concerning the three-man committee referred to in 
Finding 155 (Salgo SEC Dep., pp. 17-211): 


•mSJ : 

,1 

.1 

•* * ?• 

; 


'/ if 


' 


/V M 

wsy 

•i 

ij 

24 '! 


KR, VC.C S 7 R.X: -I'cs a dcoioicn initiated a: 
recommended by the other members of the beard and yov.? 

Y/IitCSS SilCC: X don't hnow if you tahe -in; 

to moan "by other members of the board"; or ore you w. 

r_.." ®o 1 r.;o'jome;,t" or "outside members"? 
v:V» on %m r*f . 

* J- -m not specifying nr.y 


* * * •* 
•• 

2 


Ww » ^ 


VfT o o r • * /i ^ . % • 

•• . ■( _•». 7 • * V* S. • , , , ,• . 

* #»iu.«u u Li«V/». i* »m\; VJ. q* . • # * 

l» l/ * 3 ^ V . 

<g nothing wo bnev; obout it. 


j ^ • • - «•*, 

wu b. 


.-;.-„ors nave talc on o very ..iron 

I ,.. WJV :.ry uiot wo *»a& a full agreement, on, 

the coco v:o 


• T 's presented. . 


? 

11 


vrv c *—» t* • 

* t., b I., ; 

Vhero ddd the Initiative come 

e!» 

». 

»• 

from? 


• 

s !i 

i 

r 


.... i .k .. W.U .v.0 

: From management _ 

% ^ r 
4U , 

1; 


-•R. vex e?.:;;:: ; 

Ar.d more specifically? 

i • 

1 

1 

|. 


'■■*- ■* -'.—.lO . 

?M;; Secsuso U-.e;-* 

i2:: 

! 

* * % • »*- . v* 

^ ••••»«« O 

you hove this 

unr.y food in;; for how much control 
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there is 
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:.:h. vox : Kov v; a c this brcutht 


w*.C Ci^IV 5 


fcttor.tio a? 


S/J.GO; through a precontatior — " •*... 

• • ***• * 

: “ ow '* ethc ' ; ' « w&s *«>a no o- Xr. Vcllaoc. 

On bor.ru f oY nonsgercor. t? 

- ec > on bohal? oi* sana-cacnt. 

/ou consid a red your role to bo 
not only that of an snslyot on jud S c of problem or i-tta- 

^y ...a.,..;,c:.er.t, tat alco that of an Initiator for the 


I - 


s®. VOX 0?2ZN; 
WI2KSSS SALC-O: 
VOX SCSI}?: 


prQ'^v; ,) 


'•y ziir.d, 


%'T} r>f «4 f 
***• • • t 


brrt Question is hifv.ly i~»y, arj ,., ... 


**S.— Cw; You sold 

* J —herod nycon* a 'ud'’c • v-• *- t 

v ^"o ^ U JL 


that I told you 1* ecu- 


on^u j. considered icy sal;' us 


a cuvslyut — end 1 no an the v/ord 


► atnlyst 11 exactly in :• 


chc;-.:ical sense, 
opinions, to pull 


x was ioohir.g -or end extracting 


r” , p • r . •• 


c. .c;s 1og o th o r i n 


to a pattern and * • ••<-••• ’.. 

* ****** wi/w v«« . 


^ J l| U V\ J. U Ciu *'***f\ ^ ** /• «... *1 

o^» Our lony-rm^-o r« „- 

«-» in sous* eases 

Wu ’--y bavu r.;.d to co:.wro’«i'*e . ! 

* 0 -.X..O ou .u.xn a unnninous decision. : 

“ C fu; * ctlo « oi* a judge; and that is why I • 


*****c is not 

corrected your stutcuont. _ 

J/.H. VOX STXIX: Hit — 


I 
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»; 

12 !• 


Xu I 


., i; 

*'< i' 


IB >1 

j 

*p! ! 
-G !i 

■ji 1 

J 


‘ 0 • 
20 !! 


2' : • 
c “ i* 


22 


<i •; 


VICUSSS SALCO: — Xn this procedure, X have oil 

rights ar.d obligations to initiate — 

* 

13. VOX STS XX: — and advocate? 

YJXi'XXSS SALGG: Yes, and advocate hopefully -or a 

Unnnir/.O'U S idCA -» bu U SCJuC j'C t< Cii< J J-u. 

UR. VOX Si'SIX: LoV:; now carry this Into the de¬ 
cision to coll the S £ A. Vl*.i ro did the initiative oi* that 
idea cone Yrors? 

0 

UR. RYAX; V.hen you any "to sell" the railroad* 

do you noun - v/hat tool: place In October 1930; or do you near, 
distribute 

to cell or/divide Sangor Pur.ta ! a interest in the railroad? 


! 


2 c* 

: • ,|i 


UR. VOX STXIX: 


y/itisss salc-o: 

UR. VOX 27.:z:; 

o»rr? «*t? (• «• n'' , 

tt X l **+* *)•** • 


Vo uOix waC rcA^l^o^ut • 

Ir. ’.vr.oral? 

Ye... 

It v.... probably since the arigi 





0 '"* •. 


X *,« " • •" 

» ^ i-U. 





O ii 

i{ 

I 


7 i ! 


3 I 


.V.R. VC.,’ S72IX: 1 think, that goes tov/ard the 

brooder avenue of the- disposition suggested by your Counsel, 
. * 1 • 
cc opposed to the narrow- disposition, that I on referring 


I 


0 i! 


to, — 


-<* ii 


4 
4 

iz 


V 4 


ii 


ii) 


I 

, 1 

•• o 

.u • 


bI?Xn33 SALCO: Would you be core specific? 

J-R. VOX S?2„X; — of celling the railroad, as it 

was cold in 1GC9. 

i 

S«LCG; Okay. , 

VOX S'rhZi: Vihere did the initiative co.r.o f-crJ 

V/IVXL53 5ALC-0: This particular initiative cans ! 


aO »• 

1 

definite! 

r 

*✓/ *i 

«.• i; 

B 

directors 


i! 

•Ar • " vi/\ ^ 
a Ua*. * U 4\U 


• * w« • w 


io i: 


20 !: 


21!' 


* 1ft the natter, fron the co^i *»•-*. r.. r .--» . „ 

GO v,o speak, to analyse and. seek ways of disposin'- of the 


i, 

I; 

CO ?■ 


railroad fron the corporate portfolio. 


It?.. VOX ST21X: Could you give us sons onsoific 


‘"'ii nones? 
21 ;i 


2 d 


Yes 

ao..l, an a. —r. 3 tone v.ere naned 


— I'.r. Curtis hutch.;.a, hr. 
as a committee to study and 
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•»' ,• r - ••••/ •*•.% , 9 /./» • *.. / .•/■> T , •• 

* >4 V VitiKt 4 « ( U W«#v U* U«lv A • («• * # U uU A «b tftl Ji« ^ Wl « 1.1 t 

••*••» •»!• w.w’ • *iVii f,u».rtwr of IbwO — — in Aprii 10oQ. 

NR. VON G'INsN: \.'ho chose this committee ? 

tfl'cNNOb OALCG: i'cchnieally, I thin!:, I did. Si*. 


• * > *. *■ • «• • 

^ o o o — V w 


; *** ^oCjv^«»( fc iJu CO u Va bUw w ^ Ol £ ££!**OU^ 0*"* u>*C‘ 


r3. VON Sl'NXN: Did tin...- three non choose the:;;- 


o ;; 

j: 

Vr «• • i»* 

«*♦ ^• 


1. 

7 i: 

i* 


o 

> 

• 

;u 

, ii 



6 i| 

i> 

solvea? 

oil 

|j 


tM> VvV/V 

* 

! 

• 

WITIGS3 

1 

* 


n |f 

i| 


NR. VON 

yJ 

jj 

merely 

r> V ft «Mft **• 

UU4«OU v*t w\ 0 < 

i 

is; 


1 .|Tf*\rr? O c i 

j 



! 

ti 

sires v; 

ould bo nog, 

ji 



15 j 

i 

leading 

a group of 


V/ITIC53 DALGO; I didn't say that. 

NR. VON GTNIN: J\o, he- didn't say thoy did. 


•'u^N—OS SAaCC* X has c ont* : . vccci that tnoir do— 


^ |! vain fccdc&eh of what their deal..: is, a Mi ..her. you arc *vut 

*J| . 

* jj anco cno ohs.i.nr.an'a cent, you !rn«.v what is up for action, 

,oi! 

-*i| £? NR. E1LNIN: 

* t; ^ V.hat group of the board decide.. who these individu- 

!; 

ale should be? 

l! 

2 * - 

* j; •* x would say that every on*. agr,, ,: on the board that 


.• 

*m*+ •» 

:t 

*-V - ^ - 

V«* w 

we r 

;l 

cv , 

road, 

bee 


I r *; 

i. .* uL t 0 . . u* 


j; roau, because tney v/ouia have clot■cr ties with the railroad 

li i 

•; ~ r * c *nat v/r * c what 1 called the ,: f<5Qt)l><kcK M . I Vho.s'ht 

;l 

,i t.i»:y were a.e most desirable j. -•*; 1 - '.a ^okc d». studio., and 

i! 

j| 

|j reports. 


i 
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C Could you vX'.t> expoi-tlsc -r. MM* 


I third-:* his expertise consisted of hi' a 


" I?,! 


»_ 

I; jjoctcnisn who was foDilisr with Kcv-hnyland problems, ns - j 

.j; retired senior nonbar of a very voU-hnown jrohc;v;-;a ccnpnr.y.. 

i ii 1 o way a socialist in railroad securities && railrced¬ 
i' 

r : laarxcosoAt sppraiaels and basic,.IV a vary sound businosc- 
3 j Dir*. I have the highest regcra '■•or 

3 ■ q, Do you fcnow whut particular ».xpcrtisc? hr. bcal nadt; 

c ! f i. -J.?. Seal was a Eoetonirn ar e was in Sew England | 

1 ! -;or uar.y wony years. Ko was n liirccnr of the railroad and ! 

2 j! a user of the railroad or supplier of the railroad for his j 


company. I third;, there was a very c? asoly-brit tie witn 

i 

ccdo r-onbera of the railroad*s top-r.; jw;". «cnt. I 

< 

J/.?.. VO:! 572IS: Vor«. th*.:n ..it tee usebers* ar. j 

well as the people with expertise for t*... functions forwnlen,- 

« 


they were appointed 


wore t ^ also *ao jr»ei..ocr» oi •“*< 


; board who wore at that time l.vning toward the disposition ; 

j • ! 

! of the rail to ad, Doro bn an o...... »-• *. - ~ ( , 

,! WITK2SS SdLC-0: I r that question; aa- . 


r ... I..... 

•to v. • •. W *««.«. 


__ . i 

cause ay recollection is that th. re v:.;. an alnost-unan-naus : 


desire expressed on the boar- 


i . * / 

o i«.«• % 


•* .»• *'•*■% ..»• ^ *1 ‘V** » *" 

i> • V. • w totto«toXtoW/i ^ 


::r. vo:< sram:: in on*. \;..y tr mother? 

WIV3SSS SdI.CC: — c..' o.v- ...» ..nothor, and within 


reason. 
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^ C«s you jive us the vino so rues os on tl'.’at? 

I 

. # t 

*’• Vuj.w co you no or. by that? ! 

i'.A. VON S'fMIX: V.'os this unanimous Cosine voiced i 


us of the Use you &ppair.veC tho committee? 

. 1 

* 

VJI'fNSSS 3ALG0: It was strong oncujh to definitely [ 


l| v; ~* ^ raoeivo sene concrete suggestions, after cany years | 

of talking about the subject. In this respect, I thirl:, 

Ij * tnore was a definite evolution at that point. 

![ 

EY HR. n-CLNU; At tills point I would like to intr.< 

• | 

j duoc,ac Sal jo Exhibit Ho, 1, a memorandum from Hr. Saljo to ! 


l 

j Mr. V/. Gordon Robertson and Mr. David X!. Wallace, dated March! 

!. j 

j 2 * lOoO, ~ which was introduced during Mr. Flick‘c test!- ! 

i 

I r,or ‘/ az Exhibit ho.l — which is attached to a letter • 

j i 

j. <i,-iwCC - March j.o, 1039, fron Mr. Robert A. Pago to Mr. Nicolas 
jj Sal jo. V.'ulu the reporter please nark tills do cu neat as Gauge ! 
i SxhiUt Ho, 1. i 


(Said document was markc-d Sr* "o f"J 
hibit No. 1.) w “ | 

tw Cculd you identify this Saigo Exhibit No. 1, please j 


Mr. Saljo? 


■ ' r \ * ■a T a # 


Can you toll us what it is? 

” inis is an internal memorandum on the subject cf tin. 

i 

i 

rnilroMl disposition. 
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<v 


Cov.ivl yon toll u;i why,. ...t thin particular time. 


you 


- W M • ^ i 


:.*.o.v../. , 1 -.*.v'.u;.: # nun a r:r. particular?-!' diractiai* 


A 


tl 

«** »' 
O ,» 


V 


<■ '• 

U I 


Q !; 

0 il 


company. 

Q 


it 

.U 




s 2 i 


lv ii 


M ! 


15 S 


i! 

lo 

t 


Gocoa.'. paramrnph. whore the first two words ; 

t 

“ ro 1,1 collcvc "- v? a» -hc-o any particular reason why yes I 

» 

v..o«.c nanoranaun: at that ,;rrticular time? 

i 

A Evidently, the nproix,a was thic unsolicited lotto-: 

i 

***'° :r ‘ *" r * Robert nor. to 2ir. Pago, \.ho woo a director of the 
iciut in tho only upropon that X can see. 

V. r non you said that yen believed the tir.o had co::o 
to du..o a positive dec inion about a supplementary or sc para' 
uae or tho railroad, car. you toll us u-hy you believed thin 
particular tine had co:..c? 

A Jccaunc we were tiiT.ii..,, about it for co lor.j and 
evidently acme of our nhareh:0.'-vn al;.o bo-er. to become 

— wnich ;\. tier..- was produced by 


'7 *' 
*' j: 

r : I' 

u 

i. 


* c< 

—O 


r 

(I 

CO !'• 


*>% ;; 




07 

^ I. 


r.;n clean about it • 
thin letter. 

C boon thin coaorcr.au:- /•■.pro-or... a turning-point ir. 
tno tninbing of harbor Punt a C oration or your owr. thinhir.;; 
with respect to the railroad? 

a i-.ocolutoly not. X vnuldn ‘t r...y that I co-aid do 
eel * c co you an or.e of th litv* .... . — 

would con elder ir. decision-;..; < . -- ....... ....... 

reflected in thin so so ranch;:;, u .. v.v, r. 


‘••M 1 


i m 
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157 . [Proposed by Chris-Craft] On May 12 and 
May 15 » 1969 , Curtis M. Hutchins, Chairman of the Committee 
appointed at the April 1 , 1969 Board meeting, and a director 
and member of the Executive Committee of Bangor Punta, met with 
Frederic Dumaine, Jr., Chairman of the Amoskeag Company, and 
discussed the possible sale of the Railroad to Amoskeag Company. 
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• • 

[Proposed by Chris-Craft] 




(i) Mr. Hutchins testified at his deposition 
by Chris-Craft concerning his meeting with 
Mr. Dumaine on May 12 as follows: 


17 

"IH 

19 


| Q You did have a meeting with Mr. Dumaine' 

|on May 12th; is that right? 


20 


21 




-n*.; 


t I 




h. 


21 ’ 


I. 


!i 


A Yes, 

• 

Q Do you recall where the meeting took 

, I * • , . ' * • 

place? : 

• 9 \ 

A At the Pinnacle Qlub, in New York 

* * 

Q Did you corr.c into Nev: York especially 
for the purpose of meeting with Mr, Dumaine? 

A Living in New York 1 -- we live in New York in the' ‘ j 


•I 

c 


: i 


I* 


!l 


.o' J: 

(i 

n li 


12 


winter and I was in residence, co to speak, and he 

came to New York f^om Dos ton, •. . . • 

. • • • 

• • * 

Q Did you make any notes c>r memos of 

this meeting with him? .■ • : * 

i i * 

A No. . 

0. Do you recall it? 

A .Yes. 

' • : * •**.• 

Q Can you tell U3 what happened at the meeting? 

A Mr. Dumaine asked if Bangor Punt a wished to 
dispose of the railroad, and I said I thought it might,-. . 
and I 3aid that it depended for how much -- or what 


IT 1 





arujh 


: 

u I' 

"■ I 

- i! 
17 jl 

I 

IX . 


II 


I') 


Jll 


21 


21 
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dollars for it, and I said that that was an awfully 
low price in relationship to whatwe were carrying 

the bock oh, but £' would carry the message back 
to the management. 

Q Was that the whole conversation? •* 

A Yes, in essence. 

Q I think you misspoke when you said that• ' 
you told him it was a low price in relation to what 

you were carrying the book:on. I think you meant 

• • * . 

• # • i ■ 

what you were carrying it on the books for. 


A That is what I meant to say. ^ 



i 


i 

i 

» 

I 

i 

I 

• 

i 

I 

» 

♦ 

t 


1 


4 


At his examination by the SEC in the course of its 
private investigation, Mr. Hutchins testified concerning his 
meeting with Mr. Pumaine on May 12 as follows: 




1 » 


i 

!' 


* i 

i! 


Q What occurred at this first meeting on May 7.2th? ' 

* 

A I told Mr. Dumainc that there was interest on ! 

i 

the part or Danger Punta in selling the railroad, and how 
much would he- pay for it; was he interested, he said yes, 

t i 

and I said, hew much do you want to pay fc:r it, and ho said 
$5 million. 

Q Did ho say anything also of a substantive 
nature at that May 12th meeting? 






A 


s 08 A 

No. I asked hiin , did he want ^ ^ ^ 

* °ck, and he said he didn't care at that point. 

9 What was your response? 

A My response wes that I take it bach to 

or »oTr ent " 8an90,: and ^ ^ “* - whether 

or not they would accept it. 

Q What were your respective positions then at 
the conclusion of the May 12th meeting? 

A That he had made an offer for the railroad of 

53 million, and I was to get back «-o u- 

5 ^ Ck to hlm as to whether the 

cffe- would be accepted or not. 

0 A. the time of the moetlno what authority did 
you lave, authority from Bangor Punta? 

A At the tiire of the iroetina t 

etln ? 1 had no authority. 

except to explore the various possibilities of divesture .. 

°f the railroad. . 

UU Mr ‘ t *»*‘«* At his deposition k o ' 

by Chris-craft concerning his meetinc with •. " 

Mr. Dumaine on May is, 1969 as follows: 
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I Q In fact, you did have a meeting with Mr, 

| DUmalne 8841,1 between ISth and May 21atj am-1 correct? 

|l * you look In your diary of May 15 th — 

JS jl A , 1 had a meetln .S with Mr. Dumaine in Boston on • \ 

II May 15 th. ! 


, : Q Do you reca H whether you spoke to Mr. 

|j WaUaoe or Mr - Sal 8° about the Dumaine proposal between j 

l| May 12th and May 15 th? . 

. i 

A . I can't recall. j 

Q .. Oo you recall whether you took any action 1 
with respect to that proposal between May 12th and May 

• 15 th? . .; . / ; ••• i 

• **••»*'., • # • • 

* ' Z - 3uat don ' t re "> e "!*>er; what do you mean by "action"? 

]' ^ otudies.jp. any analyses of it, * | 


•'S'/A' 

!'• \ : 
-1 1 . 


• » -• . 


Q Did you report his proposal to the 
other members of your committee. Seal or Stone? 


f * ' 


Yes. 


When did you report to them? 


A I had a meeting with Mr. Seal and Mr. Stone, a 
luncheon meeting the same Thursday, Mey 15 th, and j ' 

do not recall whether that was prior or after seeing 
Mr. Dumaine that day. 


Did you go to Boston to meet wi ,h Mr. 


Dumaine ? 


' Yes. 





, Q ,What happened at this 1 meeting? 

I can t recall that anything happened other than- 
j his reaffirmation of the five minion dollar price 

j an<1 th0t W “ hl8 h1 ^ Price, thathe felt he could 

i. . justify - I think It was at that meeting that X carried f 

j from Bangor to Boston some pertinent cash flow figures, ' 

jj balanCe Sheet f ^ ures ot ‘he railroad, and a five- ' ' .! 

j year forecast of the railroad, both cash and profit ! 

: ; for him to Study. I think that was the purpose ' 

of the meeting, it was for me to deliver to him ' .'!■ 

those papers,. 

* Old you try at this meeting to see whether . 
you could get him to raise his price? -• I 

» •• * . • . r 

• « ! ♦ 

■ " ' ' .j. 

A 1 am 3Ure 1 dld ln a sontence or two, and I 

' em sure In a sentence or two he said no. 

' ' '• haveany discussions with him at 

■ ‘his meeting about the possibility of there being a ' ' 

kicker In the event the railroad was turned around 
and 'showed profit? 

' ■ .... , . • 

\-.A . Not: at that meeting,•;no. * • * - j- 

Old you discuss it at the 12th? • ! 

A ; ' No. * ' ' „• ; ’ * • • f j 

No "'- aealn, do you remember what you said ! 

Mr. sea! and „r. S tone on the i 5 th about your ! 

negotiations and discussions with hr. Bumalne? - j. 


!&<. 


r i 
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. A | Yes; I reviewed with them his price. I reviewed 

■ * V I ■ 

with them the alternatives to accepting Mr. Dumalne's 
• P. rl ^ e and a sale to him and we came to the unanimous 

'! conclusion that the sale to Mr. Dumalne for five j 

1 I • • 1 

'!■ roillion dollars was, in our opinion, the three of us, 

, •' the beat course fpr Bangor Punta to pursue. £ , 


(ill) Mr. Hutchins testified at his 
examination by the SEC concerning his May 15 meeting 
with Mr. Dumalne as follows: 


Do you recall when your next meeting with 


li*. Dum'ino wa::? - 

• •*«", 

.*• ♦..**»/«•:. <>m . 


' I.V*:. C V.J* 

• • ••• V * • 1 

|/i *v f . • . |„ v tJ • 

*•» #••».* • . « , 


A On ilay 15th. 

Q What occurred at this meeting? Do you recall? 

A I furnished Kr. Dumalne copies of five year 

forward budgets of the railroad, five year foo'ward cash 

V*i ' 

Clow:;, which had been furnished to mo by Kr. Straud, who 

• * t 

v;u than president of the railroad, and went over them with 


him. 


We discussed the possibility of his buying 


assets rather than stock. 


At that stage of our knowledge of the tax 
actuation, it appeared that it would bo impossible for Kr. 
Duma inc to bypass that and still have the railroad survive 
as a profitable cash break even entity, and I think that’s 


"•n 
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I left hira with the thought that he and hie 
staff were coin" to study the material I had given him no 
a matter of information. 

« 

It had no effect on the offer oricinally r.uidc 

I 

one w ay or the other. 

t 

Q Ilad he naked for copies of budgets and each 

* i 

flews at your May 12th rr.eetine? 

! 

A I don’t remember, but it would be in the ordinary 
course of business, if he were seriously cc* ;idurine the j 

» i 

railroad, he would V7ant those, and whether L* requested i 

j 

them cr whether I offered them, I don’t remember. 

i 

• ' * • i 

4 ; * . - /•*? • 

Q Do you recall what his position was-at this 

f. if. • / 

May 15th meeting with regard to the purchase of assets 


versus stock? 


•: *■»•* k ; 

* • •*».* •- i 


.a r 
. . * ; 
•f. /, 


. i • 


A It appeared to both, of us at the time, erroneously. 

: i'l ■ S', »'• 

that it would net be feasible for him.to buy assets, so 

‘ •; j • ■■ ■' 

we continued to talk about sale of stock at that point. 

i • 

Q Could you tell me what you meant by that v7ord, 

i ' . I-., 

err oneously? ; j i: 

A Further investigation indicated that Mr. remains 

.1 

would have been able to purchase assets and have a sufficient 
depreciation to carry a forvjeru cash flow sufficient to 


finance the enterprise. 


C pp J? • V,1 
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*59. [Proposed by Chris-Craft] The minutes 
of the Executive Committee meeting of Amoskeag Company 
on May 20. 1969 reflect the following: 


President reported he had tentatively 
obligated the Company tq pay $5,000,000 for 
Bangor & Aroostook Railroad, subject to 
Governmental Agencies 1 approval. Mr. Stone 
announced he was a director of Bangor Punta 
and would not take a position." 
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160. • [Proposed by Chris-Craft] On May 20, 

1969 J. Lushing, an accounting employee of Bangor Punta, 
wrote a memorandum to defendant Wallace in which he stated: 


"I spoke this afternoon with Tom Wieler of 
Peat, Marwick, Mitchell & Co. regarding the 
accounting treatment on any loss on the sale of 
the B & A Railroad. The Railroad is carried 
in our financial statements at approximately 
$18.5 million and the sale for $5 million would 
therefore result in a loss of $13-5 million. It 
is assumed here that we sell the stock rather ' 
than the assets and, therefore, no consideration 
is given to any tax effect. 

"Mr. Wieler feels it would be very hard to 
charge this loss off directly to retained 
earnings. He feels it would be an extraordinary 
charge at the bottom of the income statement, 
i.e., similar to our gain on the sale of INA. 

It appears from the accounting bulletin that 
this uale would not meet any of the criteria for 
defining a prior period adjustment, which is the 
only type of an item which can be charged off 
directly to retained earnings. I mentioned the 
writeup we made of the Railroad for about $10 
million in 1965, and whether we might consider 
the loss to the extent of this amount to be 
an adjustment of this. He is inclined to doubt 
this treatment. However, if we discuss it with 
the SEC and get it accepted, then I'm sure he 
would go along with it. You may be aware that 
the original writeup of the Railroad was a very 
sere point with the SEC at the time." 









Revised IP/13/70 


515 A 

l6l., [Proposed by Chris-Craft] The minutes of 
the May PI, 1969 meeting of Bancor Punta’s Board of Directors 
record the following concerning the Railroad: 

[attached] 
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BANCOR ANT) AROOSTOOK RAILROAD 

Btm l r.aB u;va »:;- i;. ’ s a'amr a8a. .*s--rjr-=rii.-.s=s 
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«>&*• G u'tis M. Hut chine, ns Chairman of a special cow- 
rr.it tee appointed by Mr. Salgo at the hoard of Directors meeting 
held April 1, 1109 (Reference: RPC-^-1 •• 69 - 28 }, reported that h r 
and Messrs. Robert C. Stone raid George IT. Seal (members of tho 
special co;.',mitt re), have Just completed a*study of the situation 
with respect i:o the Rancor and Aroostook Railroad aid wiah to 
submit to the inard their unanimous report through Mr. Hutchins. 

Mr. Hutchins stated that there appears to be thro.* 
possiblla-ica which could be adopted with respect to the future, 
of the Railroad. Bangor Punta nighc keep the Railroad as is, 
merge the .Railroad with another railroad if that were possible, 
or sell the Railroad at the best possible pri.ee. 


ver, 

of 

is 

apr- 

yea 

for 

dis 

the 

mi.*? 

Hut 

uUS 


Kr. Hutchins stated that keeping the Railroad is not 
■y appcnJlng. He pointed out that because of the Increased use 
trucks and the restricted nature of the territory involved, it 
doubtful that the traffic on the Railroad will increase. It 
ears that, if the Railroad is to break even over the next five 
rw, it will be necessary to spend substantial amounts of money 
new freight cars and ether equipment. He also stated that in 
cussing the situation- with Mr.. W. >)eromc Strout, President of 
Railroad, it appears that the amount of money to be expended 
be a&much-us $£»OCO,OQO. Under these circumstances, Mr. 
chins pointed cut that it becomes mere and more difficult to 
tify retention cl the Railroad. 
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Hutchins next discussed the 
•v r v j <;, consolidating with another railroad 
vjo'VcH that a combination witli the Boston 
otherwise possible, might result in Bancor 
to a AC# interest in a new company, 
however, would Be in the form of securities 
Mr. Hutchins did not feci that this would Be 




second possibility, 

, m this connectson, 

& Maine Kailroad, if 
Punta's receiving a 
Tiie consideration, 
rather than cash, 
a palatable solution. 


of 


se!3ir.g 


m* Hutchins next considered the question - 

,. h _ Tiaiircad and to whom it might be sold. He pointed out that 
tnc Kaxircao a. j. Norfolk and Western Railroad.*. 

neither the ; enn C.tn < . *’jj anr0 r and Aroostook Railroad and 

ST.UhS^r these ra?S‘oaL is very unlikely. .He 
< /'? lw 4 d a,',, ao'-son whoa he knew who night be ir.teres.ee! 
stated tna. .he on-a../% i,0 U buiialne, Jr., Chairman of tooslieag 
in me i,axliv.t*». *> h • • j ;ed that’he has had preliminary dis- 

Coa? ?'?:; wv-i.f ^-aine who had indicated that he night be 
cus-ivi— Ui.n !.r. D cash, a combination of cash and 

willing to pay 7°°£> C0 £- n ;„„ 0 fjcnta securities for the stock 
* U aSlgoP^a Aroostook Railroad owned by the Corporation. 


Ar t’r*’ s point V.r. Sal go asked whether it migac be wlcC to 07 - 
}fr 'V'ma^ne 5lS of the stock of the Bancor and Aroostoo* Raix- 
t° ‘*r. Dun,aine 5X/» option to -purchase the remaining 49, 

hi^^c:;^^ T total consideration, therefore, of 

approximately B7,000,000. * ~ —: * v 

/ M ..v..* c point. Mr.- Flick wan called away from the 

meeting and' V-Twallace acted as Secretary for the remainder cf 
the meeting.) 

*Hr. Jiutchins stated that, in his opinion, Mr. Durr.aire 

„ nM . :to a price of $ 7 , 000 , 000 ., but that he probably 

would be"able to obtain the approval of the Board of Directors cf 

Amosheag Company at a prj.ee of vp, 000 , 000 . 

vr Hx-■*' chi r.s stated that he is not asking .- 1 . s, ’ ) 

appro'*! by thV Corporation • s Board oC Directors at tais U.t, 
r-V’ t - n authority to continue discussions with Mr. * A,r,,; ~ ,jr 
S st'afea that he wishes to .first ascertain whether Amor,Hoag 
Company is rilling to submit a definitive propose . 

Mr c.i'i ,r o next suggested’ that he would like to have ,-.j . 

> tvj'u’.fcr to the Corooratj on 22,‘pOO shares of Bangor iuiba 
^••■^' •c 'v -tibV. Preference Stock as cons:-deration for an option 
h v ik'd the option to be for sixty days with the 

prevision that ‘the stock would be forfeited if the option wm. 
* . . • v,, ...... ~ r\'f Mr SalPO 1 S Ul'OPOr.ai • Mr. .jolOuo 

out that Hr. Duaitinc also wishes to on or into an 
awngeaei.t with the Maine Central nailroao; ne a... ;; 
the Maine Central Railroad will nt!‘uo ,. & l or .‘tjo" 

existed between Am oaken;; Company and .u.t.c-rpc-lio... 
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* 7 , 


• . / f tho conncnflHS of { 

After conoirtc^ble a 3. »eu no A on, - > negotiate on the* 

. 0 , !ipar fi that .Hr. UjSfchins ohcmld that he haa the* 

haHi** r.us&es'led ^ ‘ V‘g * 0 f a sale of lCo/<> ot th*~ 


S witY W necot'iute on 


Ti 'si UJ »• -- 

^V—itinr and tax ra 

.acco.tjiVAOt rt** 4 ... 

aoproval by the »o«ud 
the Hoard ox DireCwOi-. 
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162. [Proposer* by Chris-Craft] Mr. Hutchins 
testified as follows at his examination by the SEC concerning, 
among other things, his report to the Bangor Punta Board of 
Directors in May 21, 1969 : 


in 
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Q Was this the first time. May 21st that you had 

reported to the board of directors? 

A Yes. 

Q What methods of disposition were looked into 

by your committee, and you can refer to this — the minutes 

here, v/hrch rs Ernibit No. 2 for identification for any rc« 

freshing of your recollection that you might need. • 

$ 

1-Cl* RYAN: Off the record. 

IiR. BELKIN: Off the record. 


«! 

ii 

< i! 


(Discussion off the record.) 

MR. BELKIN: Back c;: the record. 

A There are three poss/bilities for disposing or 
handling the railroad situation. 
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Cue was to keep it and continue to operate it 
indefinitely. 

The second was fo vneA^e. it x;ith another railroad, 
and the third x:ao to find cl boy qa, 

Uq felt it not Oc/vantageour: — our committee felt 
it vya.i not advantageous to Punta to continue operating 

the railroad because profits -- the possibility of adequate 
return on the investment seemed inpo$s ible to obtain. 


/ 


The railroad wcvld Aoooipg, large amounts of 


capi.ua! uO keep it goxng, a>\«d tfifi manned in which a good 
railroad ought to be operated .> we cast that aside as 
being an alternative we didh 1 f j ; te. 

The second passlb i1 it/ y/xs to r.-arge it with 
another railroad. 

In short that sacked jw^o&sibic to do, because 
the Maine Central, our neighbor^ |\a.d been approached over a 
10-ycsr period x;ith no positive kcs»T+s,. and going a step 
u.way, the doc ton & Maine Rn.il Hood */a£ in groat difficulty. 

Another ctco ov/ay fUe*c leered no likelihood,. 
hc;j for: Central and I'cnnsy lvs.m’ 0 ^, |o.teA t:o become the Penn 
Central, or the Morfoek cr V/esi-rf.n wc>olJ be interested in 


• < r « »» V • / ; , i,. v 





acquiring it. 


f • { 
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I. • ; I! •;; 

So, therefore, a sale '.seemed to be the most 




promising alternative. 




Now, wo so recommended to them we had a possible 
buyer in 1'redcric!: C. Duma in c of the Amoslceag Company, with 

whom I liad been in touch, and who had offered us $5 million 

• • • * ' *.* 

for the railroad, and I so reported to. them and gave that 

• . * . • !' 

* • • 

recommendation to them as a recommendation of the committee 

with which the other members agreed, other members of the 

i • ?: 

consaittee agreed. [[' 

. • * , 

• • 

Do you want tills back? 

' . ,»; * 

Q • Yes. ‘ )• : • - 

In terms of the time sequence, could you tell 
us — ^ycu said there v;as little likelihood of a merger -- 
when this became apparent, the fact that there would have 
been little likelihood of merger? 

Was this at this Kay 21st meeting that it was 
already apparent to you? 

A Yes. It had been apparent to me for come years 
or some months, and it was a recapitulation of opinions I 
had built in. 

Q Were there any other possibilities discussed or 

considered by your commit tc. , any other possibilities with 

< 

respect to the disposition of the railroad? 


I.'* ' ' f' A 
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« 

Q How die! you or the committee limit’ yoiircolf to 
these possibilities; in other words, cither keepins the 
railroad, merging it °' £ selling it? 

A Our minds could not conceive of any other alter¬ 
native. Uo came to the end of the road. 

Q Did anyone ever consider spinning off the rail¬ 
road at around this time, early 1969? Do you recall? 

A I don't remember the time sequence. Kr. Salgo 
had offered the suggestion that the best could be had by 
it declaring a dividend in the form of railroad stock. 

The committee never seriously considered that. 
Could you tell U3 why not? 

' It seemed the last resort kind of a disposition. 
Efforts ware made to keep the railroad and its 
organisation, its employees, and its service to the public 
intact, so that if — the next owner would fca operating a 
railroad in the came manner it had been operated over the 
years as a good going concern. 


Q 

A • 

/ 


Q You mentioned the possibility of merging the rail¬ 


road with another railroad. You mentioned that in the minutes 

, i 

of May 21st. • 

i 

A Y c s. i 

i 

Q Could you tell us how that would have worked out; 
in other words, what your thinking was at the time, if a 
merger had occurred? 
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A Since 1559 I had tried to morse the Bancor 

Aroostook with Maine Central, because together they will 

then serve the State, whole state of Maine, with a saving 

of a substantial amount of overhead, and if the operating 

of the trains had been merged, the track work had been merged, 

the cars laid been merged, I thought it would -- tho joint 

enterprise could save on the order of a million dollars a 

year, and I felt it was a thing highly to be desired, though 

I never could accomplish it. 

Q What was your barring your path to the merger? 

* • 0 

r * 

A The management of Maine Central did not seem to 

be as eager fer it as I did, and they refused to negotiate 
seriously about it. ; 

Q Had the management of the Maine Central changed 

from 1951 through 1969? . 

A Ko. I might be able to correct that, it was *53 
instead of *51. It*s whenever Spencer Miller became president 
! ' I can't remember whether it xrtis '51 or 1953. 
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Yes. 
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, ? • -a-;.. . 

time that your committee knew abput?, I( ;;; 

A No. H l ' !.;■ ■ iK 

i •• 

* * *.**,• I * 

Q • What was your reaction to ;tha offer; of $5 luillJ 

• • • 

by Kir. Durtsaino — i ! X: :k ■ : 

i I ‘ ;•*•• •■ 

A I thought — ! < ii . •'! 

i i i • • J? •• 

' f ■ V, .;. 

Q (Continuing) — in view of the fact'.that your 

• ii. 

investment was a good deal more? ’!, j ... 

’■ = ' t 

A I felt that Mr. Dumalne was the only logical 

■.A! il¬ 
eus tomer for the railroad. :f 

l <;*. 

Ke offered $5 million for a railroad which was" 

so, - [ . . •' 

then earning $2£6-,000 a year, and on a value based on a 


» i *• f : • 

; i . 

i f i 1 . 

i i * 

! i #i 

.* i it 


* * -.*• I 

% y * ?• 

• »* • it 


ii 

! . reasonable 

multiplier, it seemed 

. 

! 

ing. ^ 

» 

• * . •• , , ’ 
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Do you laiow hew he or 

IS 

■ 1 

, 

$5 million? 

• 

li 

• i 

A 

No, I don't. 

.17 j 
1 

Q 

Did you ever os!c him? 

is 

l 

.A 

What? 

”| 
, % i 

Q 

Did you ever as!: him? 

* 

i 

i 

A 

No. 

•% * • 
~ i 

Q 

V7as there any surpris 


of anyone at this meeting on May 21st that the offer was 
$5 million? 

t 

A I feel there was a sense of disappointment that 
it wasn't more only. Cpp • *S - 15 3 

. (’ < ,< .*«■• / » ■» r /■• it f ttfpit C«i if 

• /•■• i j f *»■ *••• A. ,.. * • 

• < . . ... if. I ; r 
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[Adopted from SEC Finding No. 13] 




163 , [Proposed by Chris-C.raft] Mr. Hutchins 
testified as follows at his examination by the SEC concerning 
his discussions with Mr. Dumaine of the suggestion by Mr. Salgo 
at the May 21 Board meeting of Bangor Punta that "it might 
be wise to offer to Mr. Dumaine 51% of the stock of the Bangor 
and Aroostook Railroad at book value, with an option to pur¬ 
chase the remaining 1*9% at a higher price, with a total 
consideration, therefore, of approximately $7,000,000": 

• f • • * 

| I* *• ‘ 

Q In the.minutes'of May J21st there is a suggestion ; 

1 *• • 
o counter proposal — • •; . 

• v 

? A Yen. 

(Continuing) e --by Mr. Salgo, I believe. 

Yes. . 

Did you ever relay that counter proposal to 


Q 

'A 

Q 

*#\V X;y,T 


..? 


* 

!. 
j 
1 
1 

!• I 

s 

. j 


t .. 


i 
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A Yes. 

"0 . Whcr.7 # 

A I don't: rcaart&r. That woo Hay -. j„ ae a „ inute , ' •• 

:.-l rr.i refer to my notes. i 

} ** 

. It must have been by telephone between May 21ot • 
t Itiy 27Lh. I don't recall the time. 

f 

Q • Do you recall what his response was? ' ! 

A , Yes. lie said no. • • 1 . 

Q Did he give any reason as to why he said no? ! 


:r 

• V 


• I 
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A No. Ho just said ho had nude up his mind what 

• way aoinrl to do, substantively as I reported in the 

'.liter of Hay 27th. • 

* i , 

* * ' • • * 

.. Ho said that's all he'd do. 








i 

1 1 > i 

l i! 


, .0 • •. in other words, he didn't promise to pay maybe 

Uttlc more than 5 million? •' 

• 9 ' .. 

A He said flatly he wouldn't. * 


f. 


’ •’? : • yOW Rak l y 4 v % hc wa ? CO. .adamant about 
aiioiiv '• . .’ • * . \ ‘ ' 


: » 

:r 

. r. 


•I: 


* T • , , 

f * * • • . * 

A Ho. in the sense that that's his business.. • 

• »' # • * I ;• ^ •• •* * •• ' 

Q DM anyone ant; you whether you had,reported the 
-ter proposii to Hr. Drib Wo. anyone on Ban C or Ponta's 
or management? 


; 


! * 


I ^ dors't recall anythin C specific. . I am sure 


^ ^° n :, f: Cd to that proposal to Mr/ Dumainc, that 


n ,M! CCd<l n °* *• raU8t havc reported it to someone,* and 


* I 


I •' 


i f. U r.:n it w.i Ilf. Robertson who was then chairman 
or Punta. on the a 3 sumption that ho would relay it 
associates, Mr. Wallace and In:. Calgo. 

I don’t recall l:/ilHsy, with anyone about it 
man n.ai.KMit of Uringor Punta, crc.cpt lie. Robertson. * 


ff '/ ! - *£] 




V 







Revised 12/13/7J 


527 A 




164. . [Proposed by Chris-Craft] On May 27, 
19^9* Hutchins delivered to Dumalne an unsigned document 
dated May 27, 1969 on the letterhead of Bangor Punta read¬ 
ing as follows: 




, « t 


I.# • 


T • ' • . J 

'• '• . ;BANGOR PUNTA CORPORATION 

• . • 


I. 

# 


KAKI.OW STREET • I1ANCOU, MAI Ni; 0*401 . TELEPHONE AREA CODE 207 . 040-001} 


4 


May 27, 1969 
) 


•3 


* f 


Mr. F. C. Duraaine, Jr. 
President' 

Amoskeag Company 
Prudential Center 
Bostcn, Massachusetts 02199 


*-1 

• • 

V: 


• Dear Buck: 


T 


1 understand that you and I have aj 
appreval by the ICC, on the calc to Aru 
Arooitook Railroad stock owned by Bangr 




reed, subject to appropriate 
skciiC of all Bangor and 
r Punta on the following basis: 


...|V 

I • I 

• v« 

#•* 




A sale price of 55,000,000., p; 
of all Bangor Punta $1.25 convt 
stock now owned by Amoskcag (aj 
chare:;), plus Bangor Punta corn 
to make up the difference to $; 
crcnce stock would bo valued ai 
of closing and the common woul< 
actual cost to Amoskc-ng--or $5 
our option. 


yable by delivery 
rtible preference 
•proxinatcly 22,000 
;on stock sufficient 
•,000,000. The pref- 
market at the time 
hc'valucd at its 
000,000. in cash, at 


t 

... V 


•* • 




/. 
i: 




A fifiy-fifty split between Arm 
Punta of any "windfall profits' 
and Aroostook Rail road .through 
us; it; a] developments in the Sc., 
particular reference to a pro;i< 
which would result in largo sc; 
menu; in profit or land dove)oj 
JellIson or Soars lsland-during 
if such incrc;nenta] "windfall r 
ubs-. 1 


i 


skcog and Bang.or^ 
accruing to Bangor 
real estate or ind- 
irspojt area with 
sod aluminum plant 
le Commercial incre¬ 
ment sales on Cape 
the next five years, 
rofitc" prove to be 




i • 
\ * 


•v 
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4 

Tim Railroad lms outMnndJng 370,810 shares of stock of which all 
but 2,336 aii! owned l»y Bangor Pitntn (About 98. 7%). Of the remaining 
. nlia, 1200 aro owned by one person and his wife; and the balance is 
owned by about 20 other people. _ . ,, 

Although I have general authority fron the Bangor Punta Board to 
cake tentetive exploration regarding the sale of the Railroad, any 
..understanding.between you and 'no is subject to the Board's approval. 

I expect you nay want tjie sane understanding regarding the /ooskeag 

Board. , i '. .• • »• 

• #..•• • *• • 



X • 

• <; 


\{ 








r. 


To: 1‘. C. Dumaine, .)r. 


May 27, 1969 
Page. Two 



i • 


I suggest, too, for employee moral purposes that no publicity • ’ 

be given to any tentative understandinj between us until a defini¬ 
tive deal is ready to move ahead. 

* ' 4 ■ * ' 

7 wxll leave this letterv.vth you with the thought in mind tliat , '* • 
if I ;.o not heai fio.n you within the roxL day cr two that your • • ' 
understanding squares with mine. 

• " * 1 • ' • 

.. Yours Sincerely, • . • 




v 


Curtis M. 


Hutchins 





/• • • 







Hutchins 
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^ “ utc hins testified at his deposition 
by Chris-Craft concerning the foregoing document as 
follows: 


Q .. lf 1 tel1 you on Ma y 29th and June 2nd 
Mr. Dumalne, Sr... diary reflects telephone calls to' 

y ° U ’ W ° UW that > “ y «a y ref resh your recollection 
. ,of when you managed to speak to the father? 

■:% . Ut ae or £ a nlte myself ,on dates. 

x wrote Mr. Dumalne a letter which , 

reflected an' understanding'betWeen him and me and ' '' 

which Included repapture of Bangor Punta if Se are 

. island was . sold..;- it was then udder optl'on to a 

company that hoped to build an aluminum plant. 

1 MR. LIMN: Mark this Chris-Craft 

Exhibit 128. 

• • 

• * • • 

(Letter marked Chris-Craft Exhibit 128 

for identification, as. of this date.) # 

» * ■ , * * * ,, ' 

Q Have you seen Exhibit 128? 




Yea. 
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* had tal ked to Mr. Dumaine on May 27 th. 

, t • 

I was confusing my meeting with him on the 12th. 

. I dld eo /iown on hay 27th and talked 

with him. 

* r ' ‘ 

• • . . 4 

Q On the telephone? 

A No, I went to Boston. I handed him that letter 
and we discussed the conditions and he said they j 

• i 

• . • « • • . * * » 

were agreeable. 

Q. That’is Junior? 

A Nd, Senior. Senior is junior. Dudley is the son. 

Q You discussed it with the father, the terms 

0 . • • • 

of this letter, and he said this was acceptable? 

A Yes.' 

Q Did you leave a copy of this with him? 


I did. 


Yes. 


He said it was acceptable? 


Can you tell me if you recall whether 


you signed it? 

A ■ . I did not. 


Was there a reason? 


A . . I felt that, on reflection, having written 

• • j • 

it, this reflected a meeting of the minds between 
him and Mr. P. c, DUraaine " 











k » _ 531A 

ne and I, on a personal basis had reached, and 

it was not a thing I could commit Bangor Punta or 

its board to, so I left it unsigned. 

Q You did have in a letter a statement 
that the agreement was subject to the approval of 
your board? < 

•i ■ • i 

A Yes. i 


. Q . D1(1 you discuss this lettor with 

. * i 

anybody at Bangor Punta before you gave it to 
Hr. Dumalnt' • 

A .Yes, I sent a copy to Mr. Robertson, whose 

• • ’ *1 
office is in Bangor, where my office was, and I sent 

him down a copy after it was transcribed. 

* • • 

Q Did he make any changes? 

■ * • • 

A No, he made no changes, but he bald that 
this might not receive concurrent from the Bangor 
Punta management, so why didn't I leave it unsigned, 

i • 

which I did. .. • 

• « 

# • 

Q Did you discuss it at all with any other 
officials of Bangor Punta? 

A No. Not that I recall. , 

Q Did you disclose to any of the members 
of Bangor Punta management, after May 27th, that 


• you had given this letter to Mr. Dumaine, other than 



•ir 










'll 

,, l! 


21 


a I assume I must have a^lfeVcting In Ne „ y or k 

° f JUne 3rd ' « Whlch °tAer two members of Bangor 
PuntQ'6 management were present. 

9 Did anybody at that meeting ask you to 
recall this letter? , 

A No. * a •• I 


f 

« Did anybody tell you that you should send ; 
them a letter nullifying this? 


letter? 


How was it left in connection with this 


t was left that Bangor Punta management could 
not agree to it until it had had a considerable amount’ 
.of time to explore the tax Impact or the ameliorating 
effect on Bangor Punta's earnings statement of the ' 

, sale of the assets, and I so reported that to 

Mr. Dumaine. . • 

Q When you say Its sale of assets, you are 
talking about a change In form In the transaction? • ; 

* Ves. This contemplated a sale of stock; I 
i said that. . 

I I * e 

« I take it, then, nobody criticized 

you for having given him this letter? 

A No. 

I 
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Hutchins testified during his exami¬ 
nation by the SEC at its private investigation concerning 
the above document as follows: 


b 


,1 
?«» 

?» 




t 




Q Well, do you recall the next time chat you wore 

In contact with Mr. Dumainc? 

MR. RYAN: Either by telephone or face to face? 

MR. CEL1CZH: Yea. 

A I met with him in Bouton on May 27 th, end I 

\ • 

must have been on the telephone — telephonic communication 
in order to make the date. 

I don*t recall any other phone calls.specificall 


-1 « 


IV 'll 


ill 

2 

3 

4 


(, i 
Ii 
1 

i <j 

'I 


no, 


' I 


JO 


Q VThat was the purpose of the meeting of May 27 th? • 

, • » 
Do you recall? i 

! 

A Yes. I had written llr. Dumaine a letter giving 

I 

him my understanding of the arrangement v;e had made for the 

i 

sale, and suggested to him some other specific arrangements, 

! 

as I remember it, to do with his paying part of the purchase . 

• # 

price and some stork ho hold in Bangor Punta, and also 

i 

reserving in Bangor Punta any windfall profits which might 
occur in the future, or„the sale of some of our real estate. j 


j 
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^CCd?o N byC3Mi««. 


Q Had you and ho agreed to these additional items , 
thio windfall of profits, and you mentioned one other item 

prior to that, had you agreed to these or discussed these •*** 

; 

A Ho and I did, yen. 

Q (Continuing) — at these various meetings? 


Id. RYAN: Would you repeat that question and 
anov/cr back again, ploaoc? I think there is some confusion, 
(Whereupon, the la3t question and answer ware ^ 

read back by the reporter,) 

Id. RYAN: Did you and he agree or discuss, that* 

the problem. 

Q Let mo backtrack and ask you whether you and he 
had discussed the windfall profits and the — that one other 
item that you mentioned. 


A Ho and I had not discussed, I think, to the ' j 

i i j 

best of my knowledge, the v/indfall profits. j 

i 

r # 1 

I think you refreshed my memory now that I did 
liave a telephone conversation v/ith his son, Dudley Dumaino, 
on die payment — using stock ho ov/ned in Bangor Punta an j. 

i 

payment, as to what price it would be tendered at or -- y.es, 

|‘ 

at v/liat price would bo used, that method of payment, 

I believe I did do that. 




•I 


7.1 
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MB , BEXiUXH t At thii point I «° uld Uko t0 

• Introduce a lottot on the Bangor Punta Corporation* a plenary 

dated May 27, I960 from Curtin M. Hutchins to Mr. F. C. 

Duinalnc, Jr., President, Amookeag Company. . 

This would be Exhibit No. 6 In Mr. Flick’s 

< • 

teothnony. 

Mark that an Exhibit No. 5 for Mr. Hutchins. 

(Whereupon, the above-referred to 

document was received and marked by 

the reporter os tlutchlno’ Exhibit 5 j 

for identification, as of this dntc.j 

1 

( t • 

by HR. BELKIWs 

q Could you identify this letter, Mr. Hutchins, 

please, which la Exhibit No. 5 for Identification? 

A I do. 

- ‘ q Will you tell us, la that the letter that you 


•fs'! 
$ * 


had previously referred to j [( r j, ■ 

«: i ; V 

A Yeo. If | . .... , 

Q (Continuing) -os ’iho-letter thatiyou delivered? 


Yco. 


. 1 ) \[ 
i: 


»;lj* 

■yi r 


A 

Q You otate In the letter that — In first 
oentence - "That X understand'that you and X have agreed," j 
and then you list the Items to which you had agreed. 

. Previously I believe you cold you bad not din- s 
cussed certain Items, one of them being the windfall profits.! 


/ 







anti a f. — 

A I don't recall that I did. 

• . • I ; 

q Could you explain why you state In the letter 
that you and I have agreed, when you state you don't recall » 

having previously discussed these items? 

A Becauso I assumed that he and X would aiprce 

upon it, and we did, as I remember, on May 27th. j 

' i 

Q You did whit on May 27th? 

A Agreed on the windfall profits. 

Q In other words. Hay 27th you and he a C rocd ns 
to what you wrote In the letter, that should a sale — should 
a conjugated oale occur, that those would bo the terms? 

• I ’ 

A Yco. 

q Do you recall what else occurred at thl3 mcct?.ng 

on the 27th cr May, if anything cine occurred? 

• . \ 

A I don't recall anything. 

q Whose idea was it to send the letter? 

IR. RYAN: I don't think there is any testimony ( 

that the letter was sent. It wao hand delivered. j 

• *• 

MR. BELKIN: Okay, 

Q How did Mr. Dumaine receive this letter? 

I 

A I handed it to him. 


Whose idea was it to give this letter to Mr. 


Dumainc? 


Mine. 


Why did you foci a letter was required? 





A 


Because — 
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MR. RYAN: You mean, what wao tho purpose of 

tho letter? 

MR. BELKINS Yes. Why you felt that there had 

to be a letter between the tv;o of you? 

A I thought It was useful to have an understand¬ 
ing on paper so that if negotiations should proceed fur the*., 
that we understood each other at that point, particularly 
in rogard to the payment of stock and the windfall profits. 
q Had you, Mr. Hutchins, and — strike that. 

Had you and Mr. Dumaine agreed to the calc of 
the railroad according to the terras of the letter of May 27th 
subject to the approval of your respective boardG? 

MR. RYAN: Will you repeat that question, please. 

0 

(Whereupon, the pending question was rend back 
by the reporter.) 
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MR. RYAN: I think that question lo almost 

Impossible to answer, unless you i™ what you mean by «crocd. 

In other words, i£ you mean did Hr. Hutchins , 

agreed and Mr. Dumaine agree as u wn.'.c the terms wore coins j 

to be, wore going to be presented to the board lo ono tbrng. 

THE WITNESS: That's right. ; 

i 

MR. RYAN: That woul * : answer, ami then 

you can talk about agreement ao V oorao cort of legal , 

i 

obligation. 

MR. BELKIH: Well, ».• Kv,Jt parson to use the ♦ 

word agree lo In the letter, an..' 

MR. RYAN: Yco, but* ' 1 *'*r was written l>y 

n layman, not by a lawyer, and y * yr>' ’-in asking questions 

as a lawyer — you know — of a and oo I tliln!: 

• | 
you are going to get a confuoln • to — on thin 


oubjcct. 


Repeat the question, 7 • V.l let him answer 


it, but I think it's not going >-•. 1 ' »«r.wer. 


The agreement, ao c 
legal connotation to it, and a 
one thing, and to a lawyer it : . •> *' 

BY MR. BKEICXN: 

• q What did you moan ' • ;/»»*' 
tho word "agreed" Mr. HuteMuai 
A Tint ho and X had <• 


agreement has 
:"’n It means 


j whan you used 


the minds, that: 





539 A 


should proceedings continue. ttotU pld bo tho tool ° 


of them — 


All richt. 


I, . T 
f t= i 

• ; \ • it 

: j *. !' !' : 

• ! *:•? : i 


« • 


A (Continuing) - no inr ns 'ho and X,'w<*c con- i 

i ' p »>‘i * !j 

corned • • j : ! 

q If you can atrocr that question that 1 havo . 

asked, in light of your now definition of how youCccept | 

the word agreed, then I think the record would be clear. j 

and if yc. can rend that question back again, or I wlU **- ; 

ask it again rather than read it bacl^. j i 

__ no< l you'lmd’ttcTDumaino agreed to the oalo of ; 

the railroad, according to the terms of the letter of Hey ?.7t 
subject to the approval of your respective boards! 

V- a Subject to die approval of the respective bo.uo.i, 

1 and subject to the approval of Bangor Funta management. 

\_ Q ._HSSTdicTyou go to the board after the letter 

or after this meeting of the minds immediately! 


q Why not? 

A Because Bangor Punta management had questions 

about the transaction and felt that an arrangement more 
favorable to Bangor Punta might bo negotiated, and wished 
to explore in depth tho tax effect on Bangor Punta, 
particularly in respect to tho comparable tax effect of 
sale of assets versus tho sale of stock. 


I 












q You said the Bangor rant a management had 

• • 

questions about this transaction or — ! 

A llad reservations as 'whether this transaction ! 

wao In the boot Interest of Boom* ^ ta * 

Q Being a transaction • ’‘ •’’» lbr. Dumaine? 

A Yes, the transaction as outlined in the letter 

of Kay 12th — j 

MR. STEWARTt 27th. 

THE WITNESSs 27tl». 

MR. RYAll: 27th. 

q Well, hw were they made anare of the terms ox- 
proo 3 «l In your letter of Kay 27th, the peoplo on tte board 
of directors? 

i;* MR. RYAN: Wliat was the last part of that? 

yi»- I 

’ HR. BEUCIH: The people err the board of directors 


ir, |t- tti# peoplo i 

I ;:-u J- 

* 7 j . .nJ • ’ = ’ THE 


1 1 * ‘-'V ’ THE WITNESS 

1 ' -MR. BELKIN: 


WITNESSs The management. 


| ' MR. BELKIN: The manager ant. I 

MR. RYAN: The managenxnt * 

MR. BELKIN: Right. 

r i * 

A 1 thin'.c I communicated It by telephone initially 
to Mr. Robertson, and thereafter I don't remember to whom. 

HR. RYAN: If you will •*"* ’• Hutchins Exhibit i 

Wo. 5, it indicates that a copy of i+ was. cent to Ur. rl>cT: t ; 

i 

a copy of the letter. j 
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Do you recall? 
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• .• i •• 

■ / '• r t 


THE WITNESS: I would, say'it would be him. 

! f: .. 

MR. RYAH: In other words, I think you will find 

v i. ; !. • 

v ■'*./: j -V • 

copies of that was cent to — at least to Mr. Flick, if 


not others. 

DY MR. BELKIN: 


’) '' 
i i'i 


» !• 

i •• i * 

; /r .*• 

■ i. 


Q Do you recall what Mr. Robnrton’s response was 

•• i ; I' 

to the letter? . ; J- 

:!■ 

A Hr. Robertoon, I think, was in agreement with 

l 

my letter covering; tho meeting of the minds, but told mo 

. I. . 

I 

that Mr. Salgo and Mr. Flick had the reservations about 

i • 

thlo being an advantageous arrangement for Bangor Punta, 
as I described earlier. 


Did you speak with Mr. Salgo or Mr. Flick directly 

i 

Yea — well, I met with — I 

• I 

MR. RYA1J: When? ! 


Q (Continuing) With regard to any objections 
that they may liave had? 


Yes. I met with them in lie.; York on Juno "vd. 

c rr u- - 





Q 
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Do you recall speaking wfifi Mr. Duma ins shortly 
after this letter of Hay 27th? 

I 

A I don't recall. I may wall have. I don't re- 

» 

call. 

i • 

Q In your last sentence in this letter you state: j 
"I will leave this letter with you with the 

i 

thought in mind if I do not hear from you within the no?rt 
day or two, that your understanding squares with mine." 

» 

Do you recall whether there was any comntuni- 

l 

cation shortly thereafter between yourself and Hr. Dunvalii3? 1 
A I must hava called him after the June 3rd 
meeting and told him that we could not give him firm con¬ 
firmation of the deal, because we needed time to explore 
the ta;: matters. 

I must have called him, yes. 

Q Why did you — was the letter signed that you — 

I 

A Do. | 

Q Why did you deliver the letter to Mr. Dumaino 
unsigned? 

i 

A I sent a copy to Mr, Robertson the day before 

I 

I wont: dcr;;;», and he, I thj.nk, conferred with Mr. Flick, 

i 

and they reminded mo that I had no authority to confirm a 
deal, no I felt it Letter bo in the form of an unsigned 
letter, which carries tho weight of a memorandum, if you 

will. 

Q And this is what Mr. Robertson coma back to 


you — 
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I • 1 ;• 

A Ilo came back to mo with the admonition or the 

f ; !' ;' 

reminder that I did not have authority to make a bind lug 

. i : i . . . •• 1 


deal. 


. ; k 
l: • \t ! 




• ; • • l r • » • 

Did he indicate he had talked with anyone to 


got thio odvicc? 




Yco. I think he talked to Mr. Flick. ; 

• • • • * ; 

Did he tell you that or is thio just j— 

! J: 

^1 don't recall. !;• 

• *1 

Did you epeak with Mr. Flick directly about thio 


letter? 


MU. RYAN: About what? 

MR. BELKIN: About thio letter, either sending 
. • ■ 
it unsigned or sending it •- anything about this lettoi. 

A No. If there was any communication, it: wno a 
tranomittal letter sending it to him as a matter of in¬ 


formation. 


I did not liave a conference or talk to him to 


I my recollection. I am sure I didn't. ^ 3 <j_,//J 


* 
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I 


165. [Proposed by Chris-Craft] Hutchins at 
his deposition by Chris-Craft testified concerning a meeting 
held on June 3, 1969 between Hutchins, Salgo, Wallace, 
Robertson and Flick as follows: 


Q Did anybody report to you that a Mr. 

Wieler of Peat, Marwick, had been consulted on or 

before May 29 th, 1969 , regarding the accounting 

treatment , at a loss of selling the railroad for 
. • • ( • 
$5 million? 


. .f 

• •• l! 


II) I 


•• 12 I 

I 


Is today the first time you were aware 


of the fact that he had been consulted? 

A Mr. Wieler? 

Q . Ye f* As shown in this memo. 

. . • •• • 1 » • • • 

* 

A. No, today is not the first time. 

Q When did you become aware that Mr. Wieler 
was consulted? • • : , "T 

... .. 1 1 

A. At a meeting In New York, at the Bangor Punta 
offices on June 3rd, a discussion was had with 

I 

the top management of Bangor Punta. Mr. Wallace, Mr. 
Robertson and myself, possibly Mr. Flick and Mr. 

Salgo, talked with Mr. Wieler. 


I 
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Q Was he at the meeting, too? 




. in 


A ' No, on the phone, on a conference call, and 
I heard Mr. Wieler's comments to that general effect as. 
expressed in the exhibit, 

Q What was the purpose of this meeting -- 


on what date did you say? 

• * , ,9 

A June 3rd. 

* • • , . 

Q On June 3rd. 

A I think the purpose of the meeting was to 
discuss the effect on Bangor Punta of v the sale of the 

, “ i 

railroad for $5 million in cash. 

• . « 

Q ’You said -- 

A To Dumain^, the effects on Bangor Punta of the 


<! 


•i. ;i, 

. ■■ 


Sale tC Dumalne t 5 million In cash. 


. ‘ « Had you reported to the management of 

. Bang ° r PUnta before 3rd that you had not 

succeeded In .Improving the sale price with Mr. Bumaine? 
A . I must have, and It must have been by telephone, 

and I assume I summarized my conversations with him , 
on June 3rd. 

Q • What was said concerning the situation? 

A Whether Wieler- a report that the loss Involved, . 
the boon loss involved from *16 million odd down to ’ 

♦5 million would have to be shown as a loss on the 
income statement of Bangor Punta. 







n 
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Q Did anybody express concern about that 

...... * • * 

at the meeting? : . . 




.-.Yes, . 1 \ V ; y . 

. ••‘Q . Who r'u-'y.. ‘ 

* "l * * • * ' • • 

• l • , 

X think all three of the management people did. 

. • * 

Q By the three, you mean Messre. Salgo, 
Wallace and Robertson? 

.. . I 

A 'Yes. 

a 

Q Was there a discussion of whether dif¬ 


ferent accounting techniques could be used to avoid 

« 

showing such a loss? . ' 

I 

A There was discussion as to whether a different 



x 

y 


effect would be had if assets were sold rather than 
stock and a determination made that an ocaxnination in 
depth should be made on the effect of selling assets 
rather than stock. 

q Selling the assets to Mr. Dumaine? 

A Rather than selling him stock. 

Q The assets for this price, rather than the 
« 

i # 

stock for thi? price? 


10 


A 


Yes. 


I 


C/Y' CiJ 
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[Adopted from SEC Finding No. 17] 


[Proposed by Chrls-Craft] The minutes 
of the August 28, 1969 meeting of the Amoskeag Board of 
Directors contain the following: 


"Board informed Bangor Punta is prepared 
to sell its investment in Bangor and Aroostook 
R.R. in September. After discussion and upon 
motion duly made and seconded, it was 

VOTED: to ratify, confirm and approve 

the action of the President in 
committing Company to purchase 
from Bangor Punta Corp. its invest¬ 
ment in Bangor and Aroostook R.R. 
for $5j000,000 and to authorize 
him to take such action and to do 
such things as may be ng^cessary 
or desirable in order to execute 
said purchase. 

(Mr. R. G. Stone took no part in 
aforementioned discussion and 
was recorded as not voting.)" 
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[Adopted from SEC Binding No. 18] 




168. [Proposed by Chrls-Craft] Mr. Hutchins 
testified at his examination by the SEC that on August 28, 
1969 he met with John M. Coward in Boston. The meeting was 
suggested by Mr. Robertson (the then vice chairman of the 
Bangor Punta Board of Directors). Mr. Hutchins testified as 
follows at his examination by the SEC concerning the dis¬ 


cussions with Mr. Coward: 


Did he 


C ftj, A «»>* -fi-tit -1 . 

2-.tell you anytru 


you anything of a substantive natur. 


that Mr. Coward had stated in terras of v/hat ho might be 


offering? 
4 A 


r ’ !• A No, enccot that ha vja .3 a roan of substance and 

, 

thought he wanted to buy the railroad, and as an alternative 

»! 

•# 

‘“jj buyer, I should, as a matter of diligence, contact hita, whic 


I did. 


j Q When was the first contact with Mr. Coward? 

n 5 A Ky only contact with Mr. Coward was on Thursday, 

’ j| August 28th. 

** f . Q I see. All right. 

I 

I ‘ j What occurred at that meeting? 

II A I met him at the State Street Bank in Boston, 

i 

,0 j! and he offered more money than Mr. Duma Inc -- I don’t roma.v.b 
(> l! 

how much, but it was substantially more money, and I asbed 

*1 w 

him v/hy he wanted to buy the railroad, ar.d the reasons he 

<% , Jj 

gave rne were so cut of accordance with the facts that I con¬ 


cluded that ir. spite of what he said, the partners who were 
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engaged with him would, upon serious look at the cituatio 


not want to do it. 

lie save us a reason for wanting to buy it the 
Maine is a growth state and growth area, and ho thought ti 
Bangor & Aroostook area was a growth area. 

I do know something about the area, and it's 
fairly opposite. 


I said, in what way is it going to grew? 

He said, all the copper mines up there — we 
don't liavc any. People are exploring for minerals, but it 
all over the western part of the state, and nothing has be 
found of any substance, and he feels that the Katriar.s Por 
situation that Occidental proposed down there would be hel 

ful to the railroad; that -was nowhere near our line, and 

• / 

he is uninformed about the territory, and I concluded any 
offer he might mice on behalf of himself and other people 

associated with him wouldn't hold up, and therefore, the 

/ • 

offer was not a substantive one. 

Q Do you know who the other individuals wore — 

A No. 

Q (Continuing) — he was associated with? 

A No. 

Q Did you ask him? 

A No. 


BELAIN: At this point X'd like to introuuc 
into the record a letter dated ScpLcv.bor IS, 1969 to Ik. 
Curtis M. Hutchins from John U. Coward. 
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. ... v.pmA 


; • ; • ’ 1 
* • ' . * * i 


i (Whereupon, the abova^referred to. 
document was received and marlccd by'.* 


BY MR. BELKIN: 


the reporter as Hutchins* Exhibit 7 ! 

* » 
_ ! 
for identification, as of this date.) 


Q Could ycu identify Exhibit No. 7, please. Nr. ■ 
hutchine? (Handing to witness.) 

A Yes, I do. 

Q Could you tell us what Inhibit No. 7 is? 

A Exhibit No. 7 is a letter from Mr. Coward re- 

a. tutting his interest in the railroad and making a specific 
offer of $10 million. •' . \ • 

^ Hoes that offer, which is contained in the letter, 
„wr.s tint what his offer contained in your August 28 th meeting, 
or was there any changes? • . > • I 

; A Substantially so. I don't recall they were 
o:wctly that. Substantially that. 

Q Did you get tills letter on the letterhead of a 
corporation, do ycu recall, because this apparently is a 
copy — • ' . * 


Yes. 


IZ ff. i I - (,.! J ■ 
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Q Did you feel when h'j*. Coward approached you that 3 

* . . . i * 
* '**.*•’’•*! 

ho couldn't finance the $10 i 11io • • 

. A No. I wasn't — I 

. i 

! Q I am trying to undetfst-avd your feelings as to 

i • 

f I 

your reaction to the $10 mill iov\* 

/k Well, I felt th/s way aboef- iti 

i • * 

0.* hie statement V\e had other partners 

! 

in it, presumably their cu/aw* o»^ of ld\e railroad situation 
would cause them not to put up tke v*ov%ev/. 

V 

I don't disbelieve Mft. Cow^d's ability to get 

I 

the money, as far as getting to-iK is concerned. 

A railroad ear*»uo polwfc of $#>,000 a year, J 

i 

'.or let's cay a plump break eve. n overt the five-year period i 

i 

ahead, in any — using any k/v*d o c business judgment would 

not pay $10 .million for a \ <\o^ pkop>&ftty, and I felt 

that hie partners would cc^e tKfcf conclusion. j 

<1 

It was hard fc* *6 bel /e^f-that somebody would 


c .** ' / V.; 










* 

I 

f 
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this Septoaber — the 15 th was tits aito? 

<1 18th. •'■■ !i V-j :•■ 




» 


A (Continuing) - 1C& wo wer^retty wU 1 

alo» E tho lino with Mr. Dumaine' ani ,* had so^ discussions •’ 
With hin on this sale of a took or sold of asso zkj. that w» ’’ 
wero morally committed to hta, and I didn't want % do any- ! 
thir. a to disrupt that deal, bcaauso V fait ha was'a sub- j 

atar.tivc buyer, and he had the $5 Wliion. and hi'really I 

wanted the railroad, and I felt that‘that sale coild he j 
accomplished, and I doubted whether this one could, and it j 
’• ” aS “ busineso Jud«meat, right' or wrong, that I did not j 
j CiV ° **' ®°*" afd serious consideration and stuck with Mr. 

;j Durcai / G » whicfl is a buaincss judgment:. • 

•» , • 

P Q Cid 7 ° u rolaM K ~- Coward's offer to any of the j 
f * anaC0Bcnt o£ Ban 2“ *““» or any of the directors? ' j 

, . A -I don't W that X did' or not. I quite possibly! 

; or probably told Mr. Robertson about it. 

I . 

Whether X related it to Hew York, X don't remember, 
because I didn't feel it of substance, solid substance enough! 

to relay tha prico lo 40 tipo" e»r«{n«rt. . . . 

c;u? * Gw c-riungs, what wo earned last i 

year. 

• \ » 

People don't buy railroads at five times their f 
earnings. \ If 

• t i 

Q You moan that <£ .. 

p - icc V7 “ s ^ little lever than 

-f,\.; ,y/ * t n *.* . r., o< tv *•c. P 

• •«i i.vk.'ui n:m.,r 











5 4 9 A — V •; / . /, ' * 

$10 million put; more than five, you may have been moro* 

copiously cons idcring him? ‘ V 

• * ' i nr 'f , V;'* • - ***• % 9 k ; 

» • . • ■ • # * • • • . ’ '* v V|V« • •.* *• . ’ * 

A _o J . it :3’*7. * • 


copiously considering him? 


No, because Mr. Dumaina. bed a real reacon.for"./**•' 

• j ## 4 • ' » * •’ •l«/' r ■ • ,! * /y,;* ^ ^ J 

LC 3 A h/1?. /I rr»15/t ‘ ji* V/’*. * - • 


\ buylns ft railroad. He's a * has a colld interest ; in the* ' 

• welfare of. transportation in No, England, partieularly'north^n 

New ..England, and Mr. Domains hoped that his purchase of the 

Bangor & Aroostook Railroad might lead to merger in some ' * ’ 

way with the Maine Central, which he felt would bo helpful 

from the transportation point of view, and thereafter he 

had <“h U2 !i‘\'G3 of including the Boston Maine and possibly *’ 

. the Delaware and Hudson, and making a northern New England ■ 

; CyDtern oufc ox ' Lt » arid tliat strategy or plan of his had some j 

1 SUb0tanC t tO itJ m ° rG so . thaa somebody buying the Bangor & j 

j ArQ ° a 5 00lt Railroad 23 a hobb 7 or on the uncubstantlve reasons' j 
j that Mr. Coward gave me. • * 

H * ' . • j • f 

t ' Q WaU » saleo end other n^aagetmt ! 

; p0opl °* d ^“Cor 0 , weren't they interested in getting as 
. much as they could for the railroad? 

A Oh, yes. Yes. 

Q Would did you feel that I5r. Coward's offer, 
in which he allied you to hold stock of the railroad as j 
collateral, and also put ccobero on the hoard, provided j 

enough protection for Bangor Punta? 

f 

A I’cs. You have to take that letter in the can- [ 

tent of our being pretty well down tho road with Dusaine,' 

r A r PSi >i *„„('•.:* S'* C.4!i~n,r (/ c>. r/ 

.. ••• 
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I,': » f 
J » • 


. I "J | I 

having agreed with hSm on a prico., end ,X thinlc an agreement 

in tho Bangor 6 Aroostook management that we were committed 

!; ! • . j* "* , V \ : •* *•* # 

to Dumaine to the extent that we — .if-wo could work out * * / 

.. ; • .f ; jr • , ‘ ■■ ' 

the proper ta:: arrangements, ar.d the proper vehicle for •*. 

i i *?•; • ; •>*;.' »•.. 

giving him the railroad, that we were morally, at [least 

• • !•* {• : 

about this time — this is September 15th or 16th : — that 

• • • • 1 : :; . • 

• • . V. , • • 

we should pursue that course, find tiot clutter up the 

' • i • 

negotiations with Dumaine. ' 

I felt there was a good possibility of our 

• • t . <’ 

losing Buxine, because he was getting restless while we 


were doing all O’tr tax work. . 

r 

q At what point did you feel Bangor Punta was 

• • 

* . I 

morally committed to Kr* Bumainc? . 

^ ■ 5 

•A I don't know, but I did at this point, which is 

mid-September. ! 

Q What did you mean in the letter by, and I quote 
from the second paragraph — from the second paragraph of 
the letter: 

"At our meeting in Boston the 27th of August 

• j 

you indicated to me tiiat you were in charge of any sole of 
the railroad that might take place, and that in fact you j 
were considering an offer at that time end could not. consicc.. 

| 

my offer until such time as the other offer expired." f 

VJere you morally committed as of the 27th of s 


August? 











/(.?' 8 
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A I felt I was, yes. V . " r. -fj-yg 

Q Is that what you — strike that. . * y .. 



In your words , what did you tell Mr* Coward 

in the meeting cf August -- you say it's August 23, although 

ho indicates it r s August 27th. 

. • • 

A My diary sh.C7.-73 the 28th. 

Q Rather than use his words in the letter, I'd 
like to knew What you told him,- what you recall you told 
him? 

A I told Mr. Coward that wc were negotatiug with 

* 

j someone else, and the negotiations were reasonably well 

. • .1 

'along, and I didn't feel at this point that I x;anted to 

I • * • .' 

enter into negotiations with him as long as the other 

! ^ ' 

1 negotiations were pending, and I said that partly because 
- I did hot believe that his interest would prove to be a 
'• substantive one. . C pf- 

It . * 

r » * 



/ 
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MX. BELKIN: I will take your suggestion u? • 

and ask Mr. Hutchins what he means by moral commitment, 

# . ■' • *' / •’ 

\ • > % • * 

TUT V7XTK2SS j Let’s see what I do mean.-. '/.- : 

* X had an’tn derstending with Dumaine, as’ the 

record chows, and I had the feeling, I had the conviction ■ 
that this arrangement with Mr, Dumair.c was the beet course 

of action for B-ngor Punfa to pursue, and I felt it my duty, 
ns a director, to impress that upon the management and the 

Lo"rd of directors, ■_.'••• 

Xn tint sense X had a moral obligation to the 

i 

project. 

After listening to Mr. Coward, I was more con¬ 
vinced that the Cum in c calc v:as the best course for us to 
pursue, and I didn’t x*;ant to endanger that. 

BY MX. BELKIN: 

Q VThy did you feel after listening to Mr. Coward 
that the best course would'be to cell it to Mr. Domains? 

Did you have any specific feelings or reasons? 

A' It’s hard to define a state of mind. 

Having been convinced, I guess over a time, that 
this was the best course for us to pursue, I probably was a 
little more suspicious or critical or unbelieving of Mr. 
Coward's offer than I might otherwise have been, 

9 

it he told me hadn't -- did not convince mo 
that the Dumine course wasn't the best one. 


I 
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Contrarywise, if I lied been convinced that Mr, 
• • 

Coward's offer vac substentivo in any kind of diligence, 

I would have had to purcue it. ’ '- t 

*,-••/ » • 

I just didn't thin!: so, and that vac just a ! 

* • , % 

matter of business judgment of mine, right or wrong, • : 

^ 4 •, V > 

* • i * * 

Q Do you know v:hcthcr anyone ever found out who’ 
he might have been representing? \ ’• 


!>■ 


. I. 

. H 


f . 

• : . ' »• 
v w : .* 
i 


MU. RYAIT: Who Mr 


. Coward represents?.*’ .?*•' 

• • ! » . * r * I 4 

„ j ? • «. . / • 


MU, PELICXJ: Yes, Mr. Coward, excuse ne, 

•; • •/ j , . 

Did anyone indicate 1 that to you? / 

t 1 iy * . . 


Q 

I T ty v*.*; »• 

A No, except that I understood, and I can't re- 

1 tt ■ ! ■ • t i,. 

. . • : : • r- ' 

member where, Mr, Coward represented money in ;tho;Co;nird 

• J •• 

' . | • *' i. 

family, which resulted from the calc of Coward Shoe Company 

i f . 

J I . 

to one of the "holding companies, and. that there was money 

•» I . • 

"in the family, and that he had other associates in this pool 

¥ r ' i \ 

.}• 

with him. That's about all 1 ever found out. *> 

• • i * ' 

Q . Do you know whether between January, 1969 and 

. . j: • . • 

*•. • 
August *69 Mr. Coward was in contact with any specific 

* •. • ; J 

individuals of Bangor Punta? 

' • • • 

/A Only to the extent that ho vac in contact v?ith 

# 

somebody in Kew York, and whether it vac Robertson, Wallace 
or Salgo, I don't know, which prompted a call from Robertson 
to me. suggesting I ought to see him. 

When contact from Coward to Bangor Punta tool: 


place, I don't know. 
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Q I would moan, other than the tixns in thio ohonc 

• * 

call, X imagine, in late August, other than that time, ere 
you ware of any? \ 

* ' 0 .. . ! 

0 * t • 

A No, other than that sequelae, X arc not cw.ro. 

• I * . • 

Q Why did you have Mr. Coward come to Boston to 
toXX him tha- you basically couldn't consider his offer? 


A Again, a matter of diligence, bar. Robertson... 
suggested that 2 oca Hr. Coward and listen to hin. 

Mr. Coward was in Nantucket, and I was in Bangor, 
eo, Boston seraid to be a convenient nesting place, and I 
think it was then ny duty to at least see him and see what 
he had to say. 

I repeat, what he'bed to sey didn't convince 
mo of a substantive interest. < 

I repeat, I cculd sec no reason why he would 
want to buy the railroad really. 

Now, why sophisticated associates, which pro- 

• 9 

cur.ubly would go along with the thing, I don't knew, and 
I could see why Mi*. D'snaine wanted to buy it. 

When anybody sells anything of magnitude or 
buys something of magnitude, one always tries to find out 
the reason behind it, strategy behind it. C f'p- 0 
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A letter from Mr. Coward to Mr. Hutchins dated 
September 18, 1969 stated as follows: 


Soptowbor IS, 2539 


Mr* Curtis M, JIutchlr.3 
Dangor ?ur.ia Corporation 
405 Park ,\vwivuo 
Now Vork, Nov/ Verb • ' 10022 


.. , *-o- « *♦, ^ • 


5 thought it wo’-I'a bekecvo vr.o to write, to you at this time to assure you of 
. ~:j group's cor.ti.viad Interest in acquiring ell, or substantially oil of tho 
, steak of the 3ar.ee? and Aroostook Railroad ar.d to review our effor to bongo: 
?unw» Cw.go. et.cn, * •• . 


ou. r..wO k .».g roCvOri t* *3 2/in c*« f you Incucatca to iro tnat you 
v/cro in choree of any sale of the railroad that might toko placo and that,: - 
• / you Ww.o cousins.,..g v,n c~.cr at tnat tu>*«o anu coulu not cor.siocr 

: »■'.*/ off or until suck time as tho other effor expired. l‘y recollection Is that 
you would know one way or the other by the end of September. 


r-%- %-s % * -/vv.. 

• • * i/* *Ci vu» U»« 


still stands, V/o would pay 54,000,000.CO ot tho closing 

• and $2,000,000,00 par year, each year for six years* making tho total 

| price $10,000,000,00. Danger Punia would hold tho stock os collateral or, 

; th.o lean and collect interest at tho pri.no rata. V/o would also o::roct that 
! Danger ?unia would have re presentation from ti:r.o to titno on tho board of 
I ±7i ^.'j > ,w.*w.on tO c**o v.n,ou.Vw o» tno outstanding loan to tho total 

• pww..«»u ,/>..cc. All .uO SwwVw v/ou.a natural.y no suspect to a dscrcot 
roviow or .no assets anc lewlu'acw or tno company. 


• I don't want to wish our adversary ar.y ill will, but, on the other hand, X 
; hope our croup car. be successful, • 
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[Proposed by Chris-Craft] The minutes 
of the September 9, 1969 meetinc of Bancor Punta's Board of 
Directors contain the following concern! nc the Railroad: 


. • ‘ _ A^l) AKbOaTOO:! R/,T2.!>0/.*0 

toe * * , \ ■' *•«-» t*nc :»c*. J v: c f oiiC ' r ,Gj* li: .. y.rc-o:;- 

under jj the ~o-.rd . • 


;i.r.c-„°r;; ;o- :. co;>s j derive period 'of' 

co " c :'"‘'>s^ th© **ic- or« 


£■•••.r- n „- r . /•<-* Kit- were a..?.-- 

S&a ti;r«ic‘t B “‘o„S i ^ a a ?** a 

tS r e j- s •» ^ oj j un--.cir.cnt Oi the remainin ~ 

ana the sale of the stock of the Kailroad... . 
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O? the t 1 ?S ablc of uwtjU .or. tt* 

r-'i lno rc sult of one ty>e oC"iu 

the prospect/; for incro'-sr-r' t° co.ioj.ee.ec: were rncicauicr 

W Je -or© XU? years, ai-c very poor. Additional;. 

informed the Boarc that subo < " M -t w v ~ V-?‘"' f 1 ? ac ‘ - 0iVV 
be necessary for capital iWo * 4 c-XpCncj.wures of money 
Mr. if' chin- -ti-Xfi fvif- ^ : cuo'inc -'e next .several , 

•V,.. !• '' ni£ W6u2 d constitute a heavy bur 

..... parent company at t 2 . 1 r.es when reruiron in-. n r ^ v ;* . ; •••■ 

uu a.jjd.mc to the Barlroad. t?,, 

; , tnai.. conipe titron oy other nod"*; cf tran* ■■«-< n> - 

cate that/the possibility rf • .V c v _<,ion 

Kailroad -i-’ne'fVi'riv, n : /hV . cr expanding the business o. 
J Uj0ja “Ciilicible (reference; BPC-3-Pj- 69-8 ) 
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Upon 


•• 0 • • 
motion duly made/ seconded and carried, it was 

UPSOLVt'Q, that l r r f’nrn << m .. . , . 

■ the Board of Directors • of 't“ 'or-,r,f-;t? r 
••and he hereby is, authorized to ctr.cv!^’ & 
Sw.l.c Oi en:,er the assets or steer of t v - 
• and nroostook Rai lroad to Amoshea* 'coAr-iT 
•such other buyer, for a considerate- o'* %'£ 
hjilion Dollars (&>,CCO,OOG)- or nore in cic /v^ 

frr\ ] Ccr ‘e r &ddl ? ionai consideration and bene'"-" 
Corporation as are obtainable under str¬ 
and conditions, as will, in his ^d-nent ifZ- 
the bes., jjii.c rests of this Corporation; and 

RnSOLVXT/, chat Kr. Curtis M. Hutchins vr -■ '•-•.• 

o.ficerc of this Corporation be, and the- -,--C 

Z:°^: 0TX7:i( l t0 . 0>: ;. cutc contracts and ' olhir 
cou-tw.ii..,, _id cane all other action nece» . - 

RU?^ tC lB ti>e Sa> , ° r tlc 

ti^iVo nceotST 0 Wlt " U,C tirmS “ d 


« t’J 
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[Adopted from SEC Finding No. 20] 

170. [Proposed hy Chris-Craft] The minuter, 
of the September 22, 1969 meeting of the Board of Directors 
of Bangor Punta Operations, Inc., a wholly-owned subsidiary 
of Bangor Punta, contain the following concerning the Railroad: 


S/iL):’ Ci*' .... .... . 

akook'w r a ¥ r . • 

3a!,£:or and 

*rried, if vias: tU f l0n ' and HPon motion Jrad . \ 

: ... Rt’SOLVjrj). thM- n- 

‘ "-of 177,466 sh '• •••-,<* *" sale bv.t v, e r**- •» 

V.v capital stocVo-°->? f X ’ ,l ~ issue - and of^'-° rati0i; 

Cdr*pan y> * ^ £££ Aroostook^ 

• / c«n will be in the be-"'1°^ / or ^ million [V 

.' J ° n GnU its soi * iitbcZho\ctr°^r? r ' Co: 'Pcr-' 

-r: . ^ niQUWS0L\T?D that- . Co^any. 

' •• - .Corporation be, an^ I>ro P ::i * office 0 - ,... 

“»• J . «« «c*£ss; 

* •!••,• ^'dn I'i.a'.l }v?e.nr !/-'•■> . . 

■;••• ‘'•<0 Officer- > uJ..! ixctio'if •,«,> .» . . . ' •' 

. “.ix or any of H/ r “ ;C * of -;-v rv- 

•>' "* •• &nd"/.roostof- i p?.- ?* cioe/^ 0 " 0 ^ 

• . . and they here ’n 

: ^ confirmed.. y ai ^ proved, 

■> J “J. a J. 6 CJ 


o u_: 
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171. [Proposed by Chrls-Craft] On October 2, 
1969 Bangor Punta Operations, Inc. ("Operations"), the 
subsidiary of Bangor Punta Corporation which held the stock 
of the Railroad, entered into an agreement with Amoskeag 
Company which provided, among other things, that: 


"Operations will on the Closing Date 
(hereinafter defined) [October 2, 1969] 
sell to you or your nominee 177,^66 shares 
(the "Stock") of the capital stock of Bangor 
and Aroostook Railroad Company, a Maine 
corporation. The total purchase price to 
be paid by Amoskeag to Operations is 
$ 5 , 000,000 payable by certified or cashier's . 
check." 

By supplemental agreement entered into on October 

2 , 1969, it was 

"... further agreed that if prior to October 
2, 1972, BAR [Bangor & Aroostook] shall 
transfer, sell, or otherwise dispose of all 
or substantially all of its assets, except 
in a transaction in which neither gain nor 
loss is recognized for federal income 
taxes, Amoskeag shall pay to Operations 
one million five hundred thousand dollars 
($ 1 , 500 , 000 ) within 30 days after the said 
transfer, sale, or other disposition." 

By further supplemental agreement entered into on October 2 
1969 , it was 

"... further agreed that Amoskeag will cause 
BAR to pay to Operations the net profits 
received by BAR or its assigns from the sale 
of all or any part of Sears Island prior to 
October 2, 197*4, less any costs or charges 
related to such sale. Operations shall have 
the right to veto any sale for less than one 
million dollars ($ 1 , 000 , 000 )." 






!* 9 i B !! 80 ^ PUBta *? BUed «* following press 
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...7> i 


. ,- V.-'iy.'i'A '•': _ 


AyriAWaOR J:*UWTA. 

/ ONE CHCtf/WlSM l>l.A2A/Cl!!.n:\vicil. COMM. CVWO 

_/ (203) CSJ-S'lOO (212) •/{»? Ji002 • 

’ ’ CONTAC j'i DiiV/iU C. (Diels) Morrill 


W IMMEDIATE* TOAS1 

-****^**—*» * * * * m » ^ , * , **»4**m»»‘ %*•«■ 




ixpasp f ' 'i * 'S&C PAO&i.J: £> " 

. j • . : • • s»/» *•/-**//. 

i ’• y •• • .' \ : 

M tj-p.oa d ACQU.TsS.TTJ.or: -v 


BOSTON, MASS. r - October 3 >.19 fy) — Bancor Purita has sold its 
took in the Bunfror onA Aroostook Railroad to The Amoskeag Company 
million in each, "■*•■ 

Frederic 0. Duwainc, Jr., president of Awoskcag, said* that no 
ic racing • changes or changes i n man age went of the road art' ccnteis- 
.ated and that W. Jerome St rout, will remain president and chief ' * 

f . . i 

:eoutive officer. ' 

* . • • 

• •• . 

.The Ea^gor and Aroostook Kailread stock is carried at an- 

’ . j . 

oximatcly H )lo million on the books of Bangor Pont a Co 2 *p oration - . .*' . 

;• ■ i , 

ie sale to Arooske&g will result in a non-recurring.book lost c.f 

I ? * i • * , . /■ •' 

»proxim&tely $13 million, with no tax benefit to the cosroarft,. ■*. *. ? • 

i • • • i • 9 * • ** + 

• | !! v*.-.’; 

ule part of the $‘j million to'be received will be subject * v o V 

i • ’* 

ipital gains taxes. . j « 




: David W. Wallace, president of Bangor Punla, said continued 

4 * . ; 

oration of the railroad does not fit in with the company's . - • 

♦ * • F * ’ * • ■ • . * *’ 
■owth program. • ; , * • •; . .*• 

: f . • f • i ;■■ 

• i 5*he ?0-ycar o]d railroad, which principally serves agricultural 

• * *' .! 

d forest industries in northern Maine, has been a subsidiary of 

• « ' : . .■*. < ; 
ngor Punta Corporation since the merger of Punt a Alegre Sugar 

■ i : !' .• ’ • • 

rporation with Bangor & Aroostook Corporation in 1964. 
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173. [Proponed by Chris-Craft] A draft press 
release prepared by the Railroad, was revised by Bancor Punta 
to read, in part, as follows: 


"Boston, Mass., October 2, 1969—Amcskeag and 
Bangor Punta have signed an agreement calling 
for Amoskeag to purchase the Bangor Arostook [sic] 
Railroad for *J,000,000 in cash and assumption 
of the Railroad liabilities. 

« « « 

The Bangor & Arostook [sic] Railroad is 
carried at approximately $18 mil. on the books 
of Bangor Punta Corporation. The sale of the 
Railroad assets will result in a loss for tax 
purposes in a somewhat lower amount than the 
$llJ mil. book loss of Bangor Punta." 


This release was not issued since the stock 


rather than the assets was sold. 
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175. [Proposed by Chrls-Craft] Prior to the 
Issuance of the final‘prospectus, First Boston and its 
attorneys had examined the minuces of Bangor Punta's Board 
of Directors referred to in Findings 155 and l 6 l, but did not 
see the May 27, 1969 document referred to in Finding 164, 
and did not see any of the Amoskeag minutes or speak to 
any representatives of Amoskeag. The Piper defendants and 
their attorneys did not see any of the documents described 
in Findings 155, 159, 160, 161, 164, 167, 169 , 170 or 173 . 
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176. : [Proposed by Chrls-Craft] Bangor 
Punta Incurred a $13.8 million book loss on the sale of its 
investment in the Railroad. 
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177. [Proposed by Chris-Craft] At the end 
°f fiscal 1968 , Bangor Punta had Retained Earnings of 
$37*9 million and the book loss incurred due to the sale of 
the Railroad was equivalent to 36.5 percent of such Retained 
Earnings. At the end of fiscal 1969 , after taking into 
consideration all the non-recurring extraordinary items 
including the book loss on the sale of the Railroad, Bangor 
Punta's Retained Earnings were $20.5 million. 





r 
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1/8. [Proposed by Chris-Craft] At the 
end of fiscal 1968, the Shareholders' Equity in Bangor 
Punta was $113.5 million and the book loss Incurred due to 
the sale of the Railroad was equivalent to 12 percent of the 
Shareholders' Equity at the end of fiscal 1968. At the 
end of fiscal 1969 after taking int' ration all the J 

non-recurring extraordinary items indue .g the book loss 
incurred on the sale of the Railroad, the Bangor Punta 
Shareholders' Equity was $133 million. t \L C 
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179. [Proposed by Chris-Craft] Bangor 
Punta's consolidated net Income for the period commencing 
with the fiscal year ended September 30, 196*4 through the 


ar ended September 30, 

1969, was: 

196*4 

$3,7*49 ,000 

1965 

5,578,000 

1966 

5,569,000 

1967 

5,571,000 

1968 

8 , 101,000 

Six months ended 

March 31, 1969 
(unaudited) 

5,032,000 

1969 

(8,566,96*4) 


In fiscal 1969 , Bangor Punta's consolidated net income, 
before non-recurring extraordinary Items including the book 
loss incurred due to the sale of the Railroad, was $ 5 , 985 , 067 . 
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179A. [fix’] (‘0 At: various times over the past several 
years, Bangor Joints had considered disposing of part or all of 
its BAR interests. . In 1963 and 1964 the BAR was 
considering entering into a sale rnd lcr.sabaek transaction 
or other combination..with the Maine Central Railroad. 

.965, the cole and leaseback type of 
idtrod. In 1967, discussions with the 
. In 19?,;', discussions en 

■o'-iion ar»d Mai. up Hail read and with th:- 
;5iro::d concerning a ca: binition vith , e 
BAR Lock place. Annexed hereto eve copies o' novsp'-spc- clippi::;; 
and published -Lock r.arkat reports core-mi:. the furs gain.r. 

(b) Because (a) the BAR * s on mint a had oeen 
declining for several years; (b) the future earnings con¬ 
tribution by the BAR to • hunger Fuuta was, in tiie opinion of 
nanagoirent, c:oubtto.] , anu (c) all efforts to r.rrgo or other¬ 
wise ccn.oine the I'.AA with another railroad red proven unpro¬ 
ductive, in late March, 19.'9, Bangor hunt a mar.r.gincut gave 
renewed consideration to tk.- possibility of disposing of 
i. : o BAR. Specifically, considersLLon was given tc a distri¬ 
bution in stages of part or all of the. u \U sharer. to Bsap.ov 

Punic, shareholders. This luinegoront proposal is outlined or. 

* . . 

the a:T n « v. t-r| u.ui.:<?v;ndun> of Mr. Bear, 
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( c ) Between 1964 and 1968. t!ie Batjgor Punta equity in 
the BAR's pre-tax earn lags ns reported in the financial .state¬ 
ments contained at pace 9 of the.Bangor penta final prospectus 
wore as follows: 


Fiscal Year 
1964 
196b 

1966 

1967 

1968 


Earnin gs 
$i , 140,G'J0 
$1,634,000 
$ 912,000 

$ 374,000 

$ 59,000 


(d) l Proposed by Chris-Craft and the SEC) The 

following is a portion of *ootno£e F to the portion of the 

financial statements quoted in "C" above appearing at page 

21 of the Bangqu.-Bun.ta final prospectus: 

"The high level of shipments attributable principally 
to Maine's widely marketed potato crop in 1965 
resulted in a substantial increase in the Ra x. 1 r oad' s 
earnings and profit margin for that year. Since 1966 
depreciation, interest charges and other costs 
associated with substantial additions to the Railroad's 
operating properties and wage increases and related 
payroll expenses, together with a slowdown in 
potato shipments, arc responsible for decreasing 
earnings. See the Consolidated Statement of Inc otic* 
of Bangor and Aroostook Railroad Company and 
Subsidiaries included elsewhere herein." 

<e) In fiscal .year ended SoDtcrr.bcr 30. 1959, Bangor 
Font a reported in its financial statement: issued in Fccc.aber, 19 
that its equity, in the BAR's pro-tr:; lots for the year •ms $1 d, 
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Conglomerate Company ir 
a Bid to Acquire Holding 
Concern of the Railroad 


uy nonr.RT k. deoin*gfif.ld 

The Bangor Punla Corpora¬ 
tion. one of the most aggres¬ 
sive conglomerate companies, 
intends to acquire the Delaware 
A- Hudson Company. the hold¬ 
ing company that owns all the 
stock of the 731-mile Delaware 
A Hudson Railroad. 

The D. & It. is one of the 
most profitable railroads in the 
^Northeast. Bar.gar Punta’s in- 

i tcr-st in the venture, however, 
is not in the railroad but in the' 
corporate strui.turc of the par¬ 
ent, the Delaware A Hudson 
Company Plans of Bangor 
Punta provide for putting the 
railroad s slock in a voting 
trust. 

Stockholders of the Delaware 
A Hudson Company at their 
annual meeting on April 21 will 
be asked to approve a merger 
into the conglomerate concern. 
At the same meeting, they will 
be asked to approve the inclu¬ 
sion of the railroad in the Nor¬ 
folk A Western Railway. Last' 
month, the United States Su¬ 
premo Court held that the 
N.AW. must offer to acquire 
the Delaware A Hudson Rail¬ 
road, as directed by the Inter- 
Sftes Commerce Commission 
la»i year. 

Terms Outlined 
Under terms of the agree¬ 
ment. approved yesterday by 
directors of both Bangor Punta 
and Delaware & Hudson, each 
share of D. A H. common stock 
would be exchanged for eight- 
tenth.-, of a share of a new 
Bangor Punta $2 convertible 
preference stock and $7.00 of 
common stock. The two would 
have a combined estimated 
market value of $17.50. D. A H. 
dosed yesterday at $30.75, up 
$1; Bangor Punta common 
dosed at $15. off C'.A cents. 

In a joint announcement, 
(Nicolas M. Salgo, chairman of 


Bangor Punla, and Frederic C. 
Dumainc Jr., president and chief 
executive officer if the Dt-la-i 
ware & Hudson Company, said 
the sale of the holding company 
to the conglomerate company 
would be cifecttd whether or 
not the inclusion of the D. A II. 
Railroad in the Norfolk & West¬ 
ern was approved by the D. AH. 
stockholders. 

Yesterday, however, the D. 
A H. in a separate announce¬ 
ment said that its board of 
managers would recommend 
favorable action by stockhold¬ 
ers on the inclusion of the ruad 
in the N. A W. on terms rec¬ 
ommended by the Interstate! 
Commerce Commission. 

Those terms give the N. A W. 
the option of acquiring the 
assets of the D. A H. for either 
$11.2-million, or 122,151 N. A 
W. shares, in addition to Si- 
million of five-year C per cent 
notes. D. A II. would retain 
S20.7-millior. oi its excess work¬ 
ing capital. Un'd now, the Nor¬ 
folk A Western has not an¬ 
nounced which option it will 
exercise. It is understood that 
N. A W. has indicated it would 
prefer to issue N. A W. slock 
instead of paying cash. 

Once Bangor Punla is in 
control of the D. A 11.. it is 
expected that it will try to 
jwnrk out the inclusion of the 
'Bangor A Aroostook Railroad, 
'the Boston A Maine Railroad 
land the Maine Central Rail¬ 
road in the N. A W. system. 
Bangor Punta now owns the 
Bangor A Aroostook, which 
operates 563 miles of railroad 
in Maine. 



The I.C.C has ordered the 
Norfolk A Western to take 
over the Boston A Maine on 
the basis of one-tenth of a 
share of a new N. A W. pre-j 
ferred stock for each share of 
B. A M. Richard Mulhern, pres¬ 
ident of the B. A M., said in 
a telephone interview yester¬ 
day that his management found 
the suggested take-over terms 
unacceptable. .... 

Mr. Mulhein disclosed that 
the B. A M. jointly with the 
D. A H. has completed studies 
that show that “substantial 
savings could be achieved If 
we put the two properties [the 
Boston A Maine and the Del¬ 
aware A Hudson] together. 
The B. A M. president said 
that, notv. tlislanding the 
agreement worked out by the 
D. A II. with Bangor Punta, 
“it is not our intention to aban¬ 
don our position.” 

Bangor announced yester¬ 
day revenues of $50,518,000 
for its first fiscal ouartcr ended 
Dee. 31. 1 967. Revenues in the 
corresponding quarter a year 
earlier were o36.795.00C. Net 
income in the latest quarter 
was $1,101,000, or 69 cents a 
share, compared with $1,212,- 
000, or GS cents a share, in the 
year earlier period. The com- 
ipany noted that a 10 per centl 
|inrreasc in the average number 
of shares outstanding had re- 
'dured the gain in share, carn- 
jmr.-.. 
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Bangor Punta 
To Buy D&I I Co. 
r or 5/o,4/u,uu0 


|.irrrst Mnr.lr Iwililrr nf l>/ U rr»»nn»c»ii. hut In 
hol'linr". don’t rrptc«-rnt i;nr;rnl. lie h»r. 
rnlnl hi IlK p is! lie tn»»:l»l |»l«*fcr tliaf the IHII 
t«*:•<! p.o Into a n«*v NVw l!fr I.*i»»I r-y:!«*in tlj.if 
would hulihk Ihc M ii:h* Criilr.il, I'nn^or A 
Aroor.look .nxl I’ndon k Mime r.diio.ifH. 

Mr. Pum.iino |* pre* idont nml m.iln own^r 


.on,..,** Punla Corp.. wluch V TO \ 
■s textiles and pleasure boats and 
operates the Banner & Aroostook 
road, announced plans to " cq ["T 
Delaware & H>uU .n Co with slo. V 
led nl ST'vlTtl.W B&H is the par- 
company of th Delaware & Hnd- 
Iteilroad. w.nch operates from 
ntreal to Wilkes-Barre, Pa. 


JL KJl V / t;, f / \/,\/V/V/ pany Hint mvn . nlviiit 1M.P00 of iv.iiat t.vs.sii 

rummon Mime -. Amo.krag nl u oun< ; ,.f 
Maine Central';-. rniiiinon, vliioli In hrl>l liv .in 

Trnnvirtimi fo Inrltldr Slock ,,u,sldc vo,i "K trustee. In Addition. Amnskrag 
1 I niis.lt I Itm to lilt I III It, OUH.lv ^ joo.jso shares nl Bangor Punla preferrnre 

Pack.*. r C of NcYV PrcfciTCtl St0Ck nnd 7jm slU,rr? ' of “•’"Sor common. 

^ _ Under terms fixed liy the IOC, Ihe Nf W i 

Ami a Fraction of Common w ’ m,ld rilhrr i«y 11,0 *»” about $«.2 minion 

, In esu’h or rxclnn^ 422,151 KX*\V ronimnr. : 

• —— *harcji for fhc Oft II railroad n*sr*s. J’nr-ctl nr, 

I fnl,Ip,. Altlll'OVlI Is Needed the chra* of N&W common yesterday. th- NAW • 
1 lOKICI A]l|lIO,ill .O * ktlltll shares Involved would he valued nl $37,7f.2.$M. 

_ Tlie cash transaction woo id Involve a 'ax hen 

f:« « ivn.i. s rar.cT Jocks tt. sin ft nrpirur . fil »« u,e *>*»'• • company source previously 

NKW YORK Bangor Punla Corp. said It rc: ” rlc ‘'^, . , , .., ,, 

plans to ,.repine the Ihdnware * Hudson Co. Thr ,OC h ff. ^I'!,’. . ' V 

with stock value,I at aboul j7S.470.nno. «a,mp.a,,y could keep S».W.3»t Inworlmy rap- 

iUl when Uio tran?ncti*.r4 with the NftVNr \vn . 
Director* of U.ih romjwnin, mrrUnp *cp* com r>icird. • 

aralely. agreed in principle to ’.he terms yes- n'angornnd DAII Jointly staled yesterday;! 
lenlay. It w.n announced li.v Nicolas M. Kalgo, .. DisporiUon of , hc (D.r.jj, r .a,| l , „.,,| w-onid ' 
Bangor's chairman, and K. C. Dumaine Jr.. mak „ additional cash available to Banger. 
Dili chairman. Punta for expansion snd acquisition purposes.” 1 

Kach ))tll common share would bo ex- The two companies also slated Uiat tlw sale 


Dill chairman. Punla for expansion snd acquisition purpose-.” 1 

Kach 3>&ll common share would bo ex- The two companies also slated that tlir sale 
changed for O S share of a new B.inpor $2 con- of the DA!1 to Bancor Punta baa been ngrrid 
vertlble prefertnee slock with an estimated upon "wbeflicr or not Inclusion of the Df-il 
market value of <30 a share and $7.30 worth of railroad In the N&W system la approved by 
Bangor common. The fraction of Bangor stork DAH stockholders.*' 

to be received would be .-Irlermincd on the The Bangor Punta board's action on the 
basis of its market value during a certain pc- DA-H agreement followed by n few hours Ban- 
nod. It Is understood. But the two companies gor'a annual stockholder meeting. Bangor hold- 
estimated llic lot.I package wo ld have a mar- era approved the Issuance ot up to iso.?r.l i 
ket value of $17130 a share. , sluuca of the company's slock to ae- 1 

DAB common closed on the New York Slock — „ , !;ir ex of SI.-rereft Corp 

F.xrha.,gc.ycs erdav a, }„>... a sha ti. up ti n ,, r Inrt , producer of 

sharr. Hanp»r s comimm clo..crl at $to a share, „.. rt4 _ k 

lf . . pl^asurr iho* i.nnrnr, v.ni^n 71> 

011 T" 2 crn,s * 4 .. . . . . . . Sl.irrr.ift’r: Hfl f-*o m.t: iniwlinr; rlnrrs, on Krh. 

The agreement would he made Into a tarmnl nlimM1 . irr) , , r n .. n , |irr U ,c l.al 

contract, subject to the approval of sharehohl s , 1r .. s ,„ r . , I $22 io aver- 

>rs of both companies. A favorable tax rvlmg a . r h|ll Vi , h . r of %y) in 

would •!.<« lie necessary as well as authonsa- •; T|t „ „ i(rr r ,„,- K rli. v«I unh.-.a ex lend-. I 
lion from regu alory agencies tM f „ ra , v ,,,„r. emlcd Dec. 31. 

Bangor Punta, headquartered in New York. ,. m „.,s net income rose In $1.40,.000. 

produces textiles, pleasure boats and law en- a share, from $1.2,?.n>\ or r,4 tent- 


forcement cqui|imrnt. 11 is also In agricultural 
ventures and operates die Bancor A Aroo:-took I’ 1 
P.allrnad. b.m, il In Bangor. Jl.u.-te. and prim.ar- ' 
liy known as rail hauler of jiolatocs and worn! 
products. C'the pairnl of the. Delaware •' 
A- Iliidron llailmad, which operates over 72, 
miles ot track from Montreal to Wilkes-Barre, ' 
Pa 

The Bangor-DA-II nnno'un,-rnient was some, 
thing of a furpri'-e In railroad ri.-rlrs. but It 
Isn t expecleil to rhange liaMc rn railroad 
merger dewlopmenls. 

The Joint aiinoimermrnt v< slrnlav said that 
the sale of the l)A-ll road lo the Norfolk A 
Western Railway “Is hring r<*< oinnirnded to 
stoekhohlers of II.r Delaware A ) III,Stum Co. by 
Its board.” The liA-ll. In a separate, st.-ue- lent 
yesterday, said its board would recommend 
that Its stockholders approve Ihn terms of in- 
elurion Into the N.'.-W al llu lr annual meeting 
April 24. 

A DA 11 sjy,i.esnian yer.lrrdav wouldn’t com¬ 
ment on whether the hoaid's vole for reroni-, 
mcndatlon was unaoimoua. The board has nml I 
on the question alswit Ihre,- limes In rer-nt | 
weeks. Mr. Immalim last raimtiier said lie | 
thought lh»- I ,X 11 wa -n't ,-*-lllng emtugh from 
Ole NAW loider the lifni'i i.id.-i, ,| liy I lie lot, i • 
stale Commerce r'mooil- Inti lei June nod up¬ 
held l.y the iiii|,rrtiie (Vo,l .l.m. 2't The NA W 
also ban Item opjeia-d lo llm terms. 

Mr. rhimnlne f„rr,-llv and Imllreelly Is the 


a share, a year rarlirr. Satis and revenue ad- 
vanned lo $30.3!*.fi00 from $2fi.n.'i.oa0. 

UAH's net Income. In PK>7 riecllnc.| lo }2.- 
$74,411, or Sl.f>2 n share, from $3,104,411), or 
$3.21 a rhare, In IWA. Its operating revenue de¬ 
creased to $t4,3k3,MI from $43,103.2k7 in 1!W». 
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Bangor Punia Him s Phn lo Join lls Line 
Willi 2 Olliers lo Formi\ctv Bn gland System 


Ry John n. Wiu.mms 

t'nl Irmfr nr. tVAU S fnftl.T .lees n» r. 

KI'VV YORK--A R.ingor Punts Cnrp. nftiehl 
cxperii llic company's planned purrhisr of 
Pfliwrc X Hudson Co. lo offrr n "construc¬ 
tive" solution lo a dangling Ksstem railrn.id 
pmblrm. 

Nlroln M. fi.ilgo. Bangor Punla's chair¬ 
man. Mid in an interview ih.it Ihe buving of 
• Ihe fUll. parent of lh» Delaware A Hudson 
Railroad, la Jul Ihe first step In a plan lo so' 
a problem n well ni lake Rangor Punia out — 
the railroad business. 

ltinjor I ami a wm Ihe Ringor X- ArooMm 
Railroad - earned on Bangor's liooks at a value 
of about $1* million- which hasn't been in. 
eluded In any specific Hasten, railroad mercer 
plans. Hr. P:iljo hinled llial he la considering 
, negotiations soon wllli principals of Ihe Boston 
Xr Maine and Ihe Maine Central railroads to 
Join Ihe carriers v illi Ihe Rancor ft Aroostook 
Inin a single New Kngland rail package. 

He believe-, that Rancor Punia officials, as 
“corporate managers" rather Ilian long stand¬ 
ing .railroaders. ran conic up with an “attrar- 
tlvc" package neccplablc to Ihe various rail¬ 
roads. Rancor Punia. he Indicated has r.n long- 
rAiinc Intention of slaving In railroading, pro. 
ferring rnntiiiued diversification through new 
corporate acquisition*. 

Bangor Punia makes textiles, law enforce, 
ment equipment and pleasure boats; and oper¬ 
ates Agrleulliir.il properties as well as Its rail¬ 
road. 

Mr. Salgo believes that either the Norfolk X 
Weslern Railway or the newly merged Penn¬ 
sylvania New York Central Transportation Co. 
would be interested In a New England rail 
package. Or (he rew package could be Jointly 
owned by Ihe NffcW Hnd Penn Central, he be¬ 
lieves. “You lake Ihe whole end use imagina¬ 
tive thinking and you can come up with some¬ 
thing atli active to a lot ot people," he said 
Vole Se| on April It 

Bangor I’unta and DX1I shareholders arc 
cxperled to vole on Bangor's purchase of the 
DXcIf on April 14. Under Ihe terms. DX-ll hold¬ 
ers would rc-civo a Bangor I’unta parkagr of 
securities va.jed at $47.&o a share tor each 
share of DXll rommon. 

The amount of B-ngor lhmla prrferrm e 
And common rhares—Involved In Ihe exchange 
—would be hi veil on Ihe market price of linn- 
Cor Punia common during a 15-trndlng-oay pc- 
rlml. which would follow by two weeks the nr 
tton of Ihe shareholders meetings April It. It 
has been learned from DX-H and Bangor l’unla 
officials. 

Dili holders on April 24 also will vots on 


Ihe InrlurIon of their railroad Into (he Norfolk 
X- Western. Under terms ordered by the inter- 
.-talc Commerce Con,mission. Ihe NXW would 
cither pay llic DXll Itl.2II.000 In rash or ex¬ 
change 412,1.11 NAW common .-hares for the 
nf.-ll railroad assets. The Delaware A Hudson 
Co. nlso would he allowed Ip keep Jin.ocB.UI in 
working rnpil.il. 

Thus, Rangor Pimla would receive about <n 
milhor. ;. liquid D.v-11 a axe Is for about $73.- 
•no Ravgor Punia securities. Rangor 
! "nla plans to use the proceeds for further 
sssur-ilrnad acquisitions. 

Mr. Salgo believes that Ihe NXW. as (he rx 
lieclrd new owner of the .XII railroad, might 
•insider the adxar.tages ( -quirlng Ihe New 
Kngland carriers If (hey were offered as a 
package under favorable terms. The nangor X 
Aroostook rennert* with the Maine Central, 
which, in ti ... ronnrrts with the Boston JL 
Maine, which connects with the Dill. 

Hnsion X Maine l'rn(N»s;tl 

The ICC has ordered the Inclusion of llie 
Boston X Maine Into (lie Norfolk X Western hut 
P.X-M management dislikes Ihe terms .and P.X M 
shareholders haven't voted on Ihe mailer. Mr. 
-Salgo believes he ran negotiate with Ihe Cali- 
foinia and New lock investment house execu¬ 
tives who control key blocks of BX-M shares on 
his Ides for a New Kngland system. He said 
these men, as he. are Investors not railroaders. 

Mr. Salgo contends 'that prcsrnl New king- 
land roads can't stand alone, and separately, in 
the fare of the new larger Kariern railroads 
formed In regent years. No he would hopefully 
Join them, sell them and get out of the railroad 
business. "We are not railroad specialists " he 
said referring to Rangor Tunta s management. 

F. C. Dumainr Jr., chairman of Ihe Dill 
favors the s.aje to Rangor Punia, which the 
board voted upon Tuesday, It is understood I 
Rut Mr. Dumnine riidn t vole on the plan lo! 
Avoid an}- conflict of interest challenge. Mr 1 
Dumainr, ms family and Amo kcag Co., the I 
Boston investment rompany he heads, own 
nearly lOO.nno rli.ircs of 1 >X H common In .adril- i 
lion. Amoskcag owns 2 fi 3<£ of Maine Central's 
common—held by a trustee—and shares 

of Bangor I’unla securities. 

Mr. Pum.iinc. reflecting a minority opinion 
oa the Dili hoard. 1 m* laid llic Dili isn't get- 
ling enough for il* n-srts from Ihe NXW under 
the ICC-lmpo-ci| Icmiis. Kor inanv years he has 
favored forming a New Kngland system Includ¬ 
ing the DXll. Mr Salgo doesn’t believe the 
hues have to be drawn ro sharply. “We arc a 
common denominator of thinking," he said yes¬ 
terday. 

He sees ||,e DX ll going Into Ihe NXW, as 
long planned. But he would rrcale the New 
Fncland system and offer It to the NXW or the 
Penn Central. 


Bangor I’unta advanced 311 lo 40t In thl 
conglomerate •company srrlor after annour^ 
lr.5 plane fn acquire Delaware Ilnthe:} 
which rose *i to 40. Trl^tync, second most 
llv<* on 161.600 shares, c loard Al 10 < i*p 


Han^or Punia Carp, expects its pro- 
posca purchase of Delaware & Hudson 
Co. lo offer a “constructive" solution 
to a danglinff E.istcrn railroad prob¬ 
lem. Bangor Puntii owns the Bangor £: 
Aroostook Railroad.-Nicolas M. Salj'u 
Banfjor Punta chairman, hinted ho in¬ 
tends to start negotiations soon with 
the Boston fc Maine and Maine Centra 
railroads on a plan to combine wit: 
Rangor fc Aroostook, crcatinff a singL 

New England road. 

. » • 
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BangorV/iiiidraws 
OfferforD.&H. Col 


By robfbt e. ui:din'gfii:u> 

The Bangor Punta Corpora¬ 
tion, a conglomerate nimrrn 
whose interests include con¬ 
sumer poods, textiles and the 
processing equipment and rail¬ 
road fields, yesterday withdrew 
an offer it made on Feb. 13 for 
the Delaware A Hudson Com¬ 
pany. parent of the Delaware 
& liud .on Railroad. • i 

Bangor Punta's slock closedj 
yesterday on the New Yuikj 
Stock Exchange at $31). 125. off; 
$1 a share Delaware A Hmlson < 
closed at $30.25, also dov/n $1.; 
When Kanpur first nude its! 
■ offer to D. ft • II., Bangor's 
j stock was soilin'; at $!l! and 
. D. & II. was selling at $30.73.; 
! Under Bangor's offer, iti 
would have exchanged ei'.'ht- 
; tenths of a share of a new $2 
convertihle preference \to< 1. 
and $7.50 of eonimon stuck f.u 
each share of D. A II. There 
are now l, r iX$,Odo shares oi 
D. A II. stoek out.standing. 

I: was the plan of Bangor 



Punta to rrfain Ihe D. Si H.J 
Company but to dispose of the 
railroad. It would have pro- 
'ccrdcct with the inclusion of the 
railroad in the Norfolk A West¬ 
ern Railway System under a 
directive issued by the Inter¬ 
state Commerce Commission 
last year. 

The N. f< W. was ordered by 
Ihe l. C. C. to acquire Ihe D. A| 
II. for either Sll.i-niilhon. or| 
•122,151 N. A \V. shares, in addi-| 
tion !o Si-million of five-year 
fi per cent notes. The M. A W.l 
has clerts'd to offer Ihe stock, 
rather than ca-h for D. A. if. i 

Afler withdrawing Ihe origi-l 
nal offer In Kanpur ycsteiruiy,'. 
Ihe holding, company made a, 
revised proposal but this was 
immediately rejected by repre¬ 
sentatives of r>. & H. 

David Wallace, president of 
Bangor Punta, in an interview 


yesterday said that one o,* 
principal reasons for his n ai- 
P iny's li rminaling I fie oi id 
was iis in ibility In get a satis¬ 
factory guarantee in Ihe pro¬ 
posed ionlt.u l lief'.yeen D. f.: If. 
and Bangor for inrlusinn of n. 

A H. in the Norfolk A Western. 
Other reasons for Bangor''’ 
rhanpc of heart, Mr. Wallace 
said, ineludeil the recent ’drop 
in the market pure of N. 3 • V/.. 
shares as well as of Bangor’s 
slock and also tlw generally 
uncertain market conditions 
currently pri\aibr.p. 

Frederic C. Oiiin.vne Jr., 
chairman and largest .sing! - * 
stockholder of Hie D. A Jf.. 
could not he reached for com 
ment yesterday. Mr. Duma n*’ 
has loitp had misgivings about 
the I). A II. pomp into the . 
N. A W. lie has maintained 
ibat lli«- stock of D. A If. should ; 
he acemded far more favorable 
treatment in a mrrpcr th.vr 
the terms set forth .by the 
I. C. C. Stockholders of ths 
D. A H. will vole on the inclu¬ 
sion proposal at their annual 
meeting on May 22. 


•x 
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... Til!; "M.uo:. Kivr." revjrttkd 


(i.,;- i j the Market sigh'd of last March, this service had selected live r_ <cks in which 

..hi.v.'d reactthey could connr.1t a nn jor portion of funds. The Five were: 1) Lh.n; or I’unl.r 
j ’ u. roughs, 3; Chicago l Worth Vie;; tern !'.K, 4) Colt Industries, 3) Texas Instruments. Upd:i- 
.-.hirtr. of these five stocks appear he low. We have been in this business for 47 years and 
../.'.try developed is. this; when the stock market climate becomes unhealthy, pre- 

! nation of resources taker, precedence over chances and hopes for capital gains, hence we 
...it, mi active 1 lquiciat ion program upon the advent of the hear signal. This has proceeded Lc 
joint where our ccraa! fronts in the five stocks merftioned is riot; only a token of vl a t it 
r .-.n 1 la confined to Bangor I’unta and Chicago A North Western Railroad. We arc completely 
,.*d h it of CeltBurroughs and Texas Instruments. After completing our selling}the stocks we 
•.ir.lt. not only cost us nothing, but wo have slashed away some pretty fancy capital grins, 
priof corr.trntr. follcr.; about the five stocks: 

;~'~rr.~"T.*:~ ^ r i^ r~"'T -b■■ With SKK selling around 23 and estimated earnings of $4->-, vc ;:r< 
>f tco vorrs co .<nout cen^nued holding of this stock, BKSC is not in the sugar business any 
lire, anti the C'~..-,pony soon will change its name, •<.’ iminati ng the word "sugar." Bangor discos 
d of its C-G-F grain storage elevator at Topeka, Kansas and thereby eliminated r. contingc.i! 
lability, for which it toe!: seme cash and paper in rctu n. There lv.vc_bt.yn r. cgo t 1 a11 cns to 
all Its railro'd. Bancor 4 Aroostook, to the Maine Cent: a l. 'someday this t’ransneti oi i kt-j y" 


'.ill l'it viec. ouster operating divisions of me company a e operating prc.ataoiy, and we ex*-”’ 
.vet earnings to continue Li sb.ow satisfactory and signi:leant increases right along. Hoo¬ 
ver, the day is near when full tax charges must be set isidc which will tend to temporarily 
;ut earnings a fter taxes down Into the- area of $3 to $3.>0 per share. This also was Ul ?. ap- * 
.'iY rate* earnings pattern of Textron, in whose footstep: BN".’, seems to followamazJngl ; \ cl\J 
..c-t.’IPi’f , JL5_r2irf * ’"-re it *ot for the bear market signs' , we would not have advised : ellTng 
.ny B-dii because our earning", projections indicate it cou' J very well reach into the- ci ea of 
.•3 plus per year. Someday we feel that EGli should sell at the.equivalent of $150 per share, 
•caring out our earnings estimates, BC!i reported its 2nd 1960 quarter earnings of $6.4 royn 
,:eic 107*4 above the- same period the year before. Chairman Ray Eppert said it appears 1966 
set income, from operations (excluding non-recurring profits) should approximate $3.33 per 

share vs. $2.37 in '65. BG11 is a stock which traditionally sells on a -.><- r -? — —rn 

■.5 to 35 times earnings basis. Its present price of 82 represents 24X * ‘ * _ a: 

it:; estimated 1966 earning*:. For awhile, at least, in view of the unccr-_]*,„_t_?' 

tain long-term view, it is our opinion that BCII is rcllirg high enough. - .—t—»■ 

i rice/f.-siTings r..tios are filling and, despite its bright outlook, there -U /- 1 -—*j 

. a.my a slip betwixt tha tup one the lip, _ *’< 
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Bangor Pun La 
Ends Negotiations 
To Acquire D&H 

Market Conditions, Lack of 
Assurances for Inclusion 
Of DMI in N&W Cited 

- i 

.Dikii Rejects Revised Offer! 


•' XVAM.KTBKICTjorRK.il. Kin ft Krpnrlrr 

NKXV YOUK -llangor Punla Onrp. withdrew 
from negotiations to acquire' ] icl.vwarc & Hud¬ 
son Co. ' . 

David XX'. Wallace, Bangur's president, said 
general stork market condition;-, nnd llto “Ina¬ 
bility to negotiate formal av.liranr.es tn the 
fDangor-DX111 ronlraei f,ir the inclusion of the 
Delaware k Hudson Its i I road In the Norfolk & 
XVeslcm Knitw.iy system’’ were reasons for the 
withdrawal. Delaware L Hudson Co. owns the 
D&II railroad. 

Informed Industry sources said that Bangor 
Punla made a revised offer Friday that was re¬ 
jected by the D&H. 

“Tlic whole mailer is closed.” Mr. Wallace 
said, “and Bangor Punla Is going ahead with 
current plans for oilier acqm dinrv;." Bangor 
Punla owns the Bangor k Aroostook Railroad, 
produces a variety of products from textiles to 
pleasure boats and operates agricultural prop¬ 
erties. ■ 

K. C. Dumaine Jr., chairman of D&-H. raid: 
“I brought the deal in originally and thought it 
• was a pretty good one for l»olh Bangor Punla 
and the. Dill." He said he lud considered it a 
more favorable transaction than the inclusion 
of the D&H in the Norfolk k Western. In Junr 
the Interstate Commerce Commission orileicrl 
that the N&W ncifuirc the D&H and set the 
terms D&H shareholders will vote on May 22. 
Mr. Dumaine has said many tunes he prefers 
that the p&ff heroine part of a jiooihtc new 
New Bnglaml rail system, but D.VH directors 
prefer ttiat it tc included in the Norfolk & 
Western syj.tem. 


Mr. IhimmIi**’ wasn't present In the faee-to- 
fare negolialiiui'i Intwreii Bangor Punla and 
D&H |.rim-t|iats in New York Friday. But he 
said be bad beard that Bangor wanted to lie- 
Collate some parts of the proposal. 

Under Ibc oiiginal plan, announeed a few 
weeks ago. I’m gur I’mila would have Issued 
0 8 sh: r r of a n w $2 ronverlible prtfrrrnre 
slock with an estimated market value of $10 a 
share and 87.10 of Bangor common lor each 
IMitl common share. Both Bangui iuhI Bill 
had ehtimalid the market value of the package 
nl $ 17.10 a share. The netual amount of Bangor 
prefcrciK e and common shirk that would have 
been exchanged was to have been based on a 
tjirrifi IVtrading-day period. 

D&ll common closed on the New York Stork 
Kx* Ivaiige Friday at I3G.20, off it for the day; 
Norfolk & Western romnani • lor.rd' at $x3.firi, 
off I2»i n-r’ nnd Cnngnr Punla closed nt 
SXI.P.’S, oil tl. Under l(\! ordered terms the: 
Id. W would i'll In r pay Ilie ll&ll ills ml $11.2 
million In rash, or exchange 422. Ifd N&W eon.- 
mon shares and Issue a $t million. O-ycar, 
note for the D&U railroad assets. 

.."What's News" 


. Bangor Punta Corp. withdrew from 
negotiations to acquire Delaware & 
Hudson Co. David W. Wallace, Bam 
fjor s president, attributed the move to 
stock market conditions nnd the inabil¬ 
ity to negotiate formal assurances in 
the Ban^or-D&H contract for the inclu¬ 
sion of the Delaware & Hudson Rail¬ 
road in the Norfolk & Western Railway 
system. 
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(Vfinilibn <•.' •■•jiyui Punla: 


^ tlncTiifictl rctr.f t.-.y ri -. iny over I.Jf iti rarnir.ft /.cm (.«■ enforcement cm! leisure time, 

both of u In li harr ahoei+cu<erage yyoKtli j’ct~ntijl in coining years, ■ 


SUMMARY t. COSH IVON 

Bangor Punta offers the investor a unique opportunity tor participation in the grooving expendi- 
tiires of law enforcement agencies. I:i 19GO over 30V$ of after -tax profits will come from Bar.gor 
Punta's law enforcement croup. Bangor Punta has built up its corporate momentum in this im¬ 
portant and growing area. Starting from nothing in 1965, the company has a solid end lending 
position in the lav/ enfor.emcnt industry. ERA expects continued grov.’th both internally and 
through acquisition in this area. 

v 

Leisure time activities arr generally considered to be a f rowth area of above-average potential. 
High personal disposable incomes and decreasing work weeks create demand for sporting goods 
and other recreational equipment. Bangor Punta has idertified this trend and directed its ef¬ 
forts to building a solid position in this industry. The company is .oday cue of the leading 
producers of boats and has started to expand its operations in leisure time mobile home; and 
campers. Over 25% of earnings are derived from the leisure tim group. ERA expects continued 
growth in these activities . t . 

All of this has developed out of a company that until just a fey; years ago was nothing irore 
then a large tax loss resulting from the expropriation of the Cuban sugar properties of U s Punta 
.logic Sugar Corporation, the president of that company, Mice-ins Salgo, joined forces v th the 
presi*.!enl of the Bangor Aroostook Railroad, W. Gordon Robertson, who was interested in diver- 
sifyiiig, and together they set about to build I’angor Punta Alegre Sugar Corporation, now known 
as bongo: Puma Corporation. The tax loss had an expiration date. A'anagemcnt v/as.fc'ced to 
race the t.lock, and many of tire early moves at this company wore made more for tax purposes 
than for long-range attractiveness. Sales grew fro:r,'$4D.3 million in 1963 to $ ICO. 5 mi'lion 
in 1967 and aftcr-tax earr ings (before non-rccurring items) reached $5.5 million in 1967 , up 
from $2.2 million in 19G3. In the meantime, liangcr Punts evolved into a company that Jound 
ilsell riot just a con glom e'a te. bu t a leader in two very a tractive industries which supplied 
pK-^!SlUi£4ai5ili££iJnoganam 

lnvc-.f. tmeni opportunities, but EivA also thinks that I'.angor Punta may redefine its carpet .ate pur-\ 
ft, 11 ? dlsno re ox some of i*s^ouervat leer the t do n ot fit tvyy :.v >jy r.tendsrds n> k! direr-tion . 
Pur chase o; tv s :n~)Ci"ir~ r'(.~'eo , :', ,'r'Tr/ < eu . ' —'—-.. 

.UttY ENFORCEMENT' ’ 

ERA knows of no other company having, Bhe volume or diver; t^Vf rales to the law enforcement 
mnii.ct an that now enjoyed by Cun go: Punta. The comp^ijj^j^Jn'.iih A Wesson division has a 
name that is as much a part of America's early hirSory as Cop, y.Vl’r Parr o, or Westrv:: Union 
It Jo today one td the world's largest suppliers of handguns, sold almost exclusively to police* 
do pi: i linen tn liuougnout the world. No guns are sold through mail order operations. Th. Navy, 
Air Poice and Idarine Corps have loccntly strut.d to nr.o En.itiiV.\ nr.on 3f:';;. Thera is a large 
• no growing foreign demand which onr.TiOl 1'" met from present f;tei\ltiof>. Smith A Wesson's 

, pKieurt)f)n localities are now operating at capacity from a Ik*cI:}o , t that exceeds two veins. 

\villi g:ov.'iii>T police dvinands iiiic! continuing lo.iuign i;;3ik- a l <;rowth, tais backlog is not ex¬ 
pected to drop within the near future. New production p.Vntr. lor Smith A Wesson «.ic being 
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179 G—1. [Proposed by Chris—Craft and the SEC] 

■ . i 

Mr. Reames testified as follows at pages 58-61: 

Q. In other words, you estimated in your memorandum 
of July 2 a loss of 17.7 million in the sale of the right-of-wa 
for tax purposes. 

A. That would be based on the assumption that the 
tax was the same. 

Q. And Mr. Hutchins estimated the loss of *1.1 million 
for tax purposes, for the same property; is that correct— 

is that your understanding? 

A. From reading this, that seems to be correct. 

Just referring to tie right oi vay, as that your 

understanding? 

A. That j.e the way it looks. 

Q. Can you tell me why there would be such a large a 
ference? Do you knovr why there is such a large difference 
between your estimate and Mr. Hutchins' estimate? 

A. No, unless it is in the assumptions. I can tell 
you what the assumptions are on this exhibit 3 but I do not 
know on >xhio"- • * sy are not marked. 

Q. Mr. Hutchins' last sente? .e in wMch he starts 
best estimate at the moment is that these cost figures will 
show a 15.8 cost basis." Are you stating you do not know on v; 






\ 
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. • , • 4 

' ” ■ N • : 

. ■ • . ... . • 

• ;;v . • '*’• ’ V.*.; ■; /•*. 

assumptions that 15.8 figure was arrived at?' * . 

A. That is correct. I do net know what the assumptions 
were on that, •; 

. Q. Do you know who estimated that.15.8° 

A. ..No. 


Q. I understand but there is such a significant dif¬ 
ference, it seems, between' your figures and Mr. Hutchins ' '• ;• • 
figures and in a short period of time I should think this'' 

# . • ... # * I ’ • * 

would stand out in your mind semevrhat. • 

In other words, you originally estimated, I believe, 
29.^ and Mr. Hutchins is estimated about half of that. I 
just thought this would stand out in your mind as a significant 
point. 

A. Those figures are very elusive mainly because 

you keep the records for the railroad ar.c fc~ tax purposes cn 

. •% . 

an apparently quite different..concept. 

If it was depreciable property, you would keep them 
for tax purposes also. But if it was non-depreciable, then 
there was little reason to go to all of the work to upbate ycur 
records to put them on a comparable• basis esnecially when you ; 
had to keep then primarily on the ICC basis. So there was— • 

I can see where there would be a difference because there ’ - .• 

was some speculation, that is why we more cr less spelled out 
our assumptions and tried to write them out and put a number 
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• * . * , • . . **'■*’• 

down 30 we would know that. If ultimately we 'were wrong'ori!> . 

that, we were not stating It as an opinion or as a view .1.We .'. 

. '* * *•'.* • 

were stating It as an assumption more or -ess. ^ /• 


* • > • , 4 

I 

' . * t *% f ' * • 


* 1 
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179J, [HP] (a) Between the.foregoing meetings on 

June 24, 1969 and early August, 1969, except for Mr. Beanes' 

h t "f lO 

memorandum of July 2, 1969 ( seo--tf inding^l79B) , no further tax 
and accounting studies were made with respect to the dis¬ 
position of the BAR,__ 


(b) Sometime in the week of July 2], 1969, Mr. 
Dumaine made an inspection trip over the EAR, and Mr. Cwen 
Gould, Controller of the liAR testified concerning that trip as 
follows: 

"Q Let's go b<ick a second, Mr. Gould. 

• 

Prior to Iw. P rid die* s conversation, the 
telephone call to \ e \ ->n early August, prior to that 
time, anc subsequent to the time that you prepared 
the balance sheet which you testified to earlier” 
drei you ever learn or did you learn that Mr. Dumaine 
hed any interest or was expressing an interest in 
acquiring the Bangor Aroostook Railrer.u? 

A Yes 

Q Do you ror.ixV when you ieam.-.d this? 


o r>- 


a stf ff rooting 

cal’ed Ir- 

Mr. Sprout:, 

the 

nd this v-as dor 

n _ i»e r. i 
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"Q Did Hr. Strout say anything about keeping 
this confidential? 

A lie said if anyone was to ask why, we were to sn 
Mr. Danaino vns interested in the IJangor Aroostook." 

(c) [Proposed by S2C and Chris-CraftJ Mr. Hutchins 

testified concerning Mr. Dumaine's trip as follows: 

"O Did you have any further conversations in 
June with Mr. Dumaino about the sale of the. rail¬ 
road? 

A The only conversation I remember was Mr. Dumaine 
saying he would like to go ever the railroad, hope- 
f’tlly that the aments that he and I i.ud made 

would ha fi a-jy consummated, and 1 made arrange¬ 
ments for him to Lake a trip ever tru. railroad in 
the business cor, i'c.r i i? people to look at it." 
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* t 

179M. [BP] (a) After assuming responsibility for 
coordinating the investigation, Mr. Reames advised Mr. Cyrus 
Priddle, the Tax Manager of Bangor Punta, that the Bangor Punta 
Board was considering disposing of the BAR and that he had been 
instructed by the Bangor Punta management to investigate the 


tax and accounting aspects of various alternative plans for 


divestiture. 


Mr. Priddle was instructed to 


attempt to determine if the tax basis or the original cost of all 


of the BAR's assets could be ascertained and to call upon 
Mr. Gould e£ the BAR for any assistance he may need. 

(b> Mr. rridulc testified cc.ieerning the 
discussion with Mr. Reames as follows: 


1C 

Q 

Uer 

*o you Instructed 

at some time in 1969 

1! 

to examine 

the 

records of the £ 

■angor 

and /.roc b took 

12 

RflAlroO.U CcjTzpJij-' 

7 to attempt to 

d.otcrr 

sine the basis 

i-j 

for tax pm 

'PC Svi 

° 4 '' « *:o exf-etc c 

. tr*« 

hr-o&c'Y 

M 

A 

T«?r; 

, fir*. 

• • 

•. • 

15 

Q 


• 

you. first 

iv--.tr 

>a-v..-u to do thitV 

16 

k 

To 

*><.•.t<w o i* • roof*.'| i.i 

"ti-ion, it vr?.n 

17 

sround the 

Cirri! 

i: or ti. j end of f 

bo • first v-«ek in 

!« 

August f)' j x 





19 


Who 

instructed you? 


, 

o*. 

A 

Mr. 

VlL-x>vihy Ronsveo. 


« 
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fl 


Anyone sine present, at the time? 

No, nlr. 

What did Hr.-Rcames say and vrhpt did you. 


say? 


A Well, Hr. Reams a informed me, confidentially, 
he said, that Bangor Punta was .thinking about selling 
the Bangor and Aroostook Railroad and in order to do 
this he had to submit alternatives to Hr. Salgo, 
chairman of the board, as to vihich would be the most 
appropriate way, tax wise, to sell the railroad, 
whether to.sell the stoci* o*- whether to sell the assets. 

New } n the normal course of events vre 


would have had ail this information bvfc the railroad 




records went way back to 1832. They had some fires 
that destroyed sene records and therefore we didn’t ; 

have this in formation readily available pertaining to _ ■ i 

the basis of the railroad assets. 

’ 0 Let f. 9 interrupt for o minute. Is this 

i • . 

comothing that corns np in this first conversation with 
Rew'ics, the state of t’-.a railroad records? Is this 
something that. Reaves said or you said? 

Iv ejection v/*ao, what did P.oo.uoc say and 

what did you nay during this firet conversation? Dio 


this rrrxci durinr-- the first crmverr.afcion? 




▼ 
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*4 

A Tea, Reman told ns that. X hart to go and 
get o. tax badis on the railroad assets and I had 

* mentioned to him that prior. — in prior years, Owen 

3 Gould and myself had often talked about this and that 

6 it was going to be very hard to resurrect the cost, • 

% 

7 because the records were .Just no longer on the rail- 

* . x*oad promises. . * 

* • • 

Q fhi.s is sons thing you told RosEea during 
3 your first conversation? 

A Tos, sir. 

Q Did cp, ;jsy anything in rosponBe to that? 

A las. iio told i.:g to raek'j arrange’cents to 
. do riiat 1 '• : ‘‘- 0 "cVt .',r:d consult with people that vould 
end up in us obtaining, at least tentatively, an. 

,v* • • • 

©tit j.wavea approi-i.irr.tidn cf what the actual post 'ct 
.the railroau assets were for .tax purposes. 


t(i 

• Li 

Q 

After thin 

first Dies ting with Reeces, 

19 

what did 

you do? 

» * . P 

30 

• A 

• * • 

• •• *• 

I conducted 

Owen Gould in Bangor* 

2i_ 

* • 

..-. 0 r r? .onv'-. to go 

up to see hi:.- and r- j,fe<2* 

# *, 

•V 

conferor. 

I V-c.’vievc; 

~- r - Strut's office. Mr. 

• -• 
ti 

Sin'Oft 

to* p*vi.de.rj 

of n iv.r. ■ << 
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(c) Arrangements were made for Mr. Priddle to visi 
Mr. Gould at. the BAR offices in Bangor during the week of 1 
August 11, 19(’9 to begin his investigation; 




1 
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179N, fBP] (a) On August 7, 1969, Chore was a meeting 
of the Bangor Puntn Beard at which Bangor Punta management again 
stated i their recommendations that the BAR, the process 

engineering and the textile divisions should be separated from 
Bangor Punta. 

(b) The relevant portion of the minutes of such -.tooting 


read*; as follows: • 

"OPir.ITTON S A*: r ; A-.'l'JRISV? 1 TTO?? 

Status _vs:jt. 

* * * 

* Jr • al.-o irformed ..he Board that in the 

overall planning of the :cnr. of the Corpora¬ 

tion, it ..s dec-rc* a acvisaulo that we should dispose 
ot certain assets ich no longer r.ppea>* to fit into 
the growth pattern of the Cor.pr.ny, There would 
consist c.f the Railroad, the Process Engineering 
Cioup, unicli it xt believed could bo sc.Id in 
components .it: a better aggregate price then if sold 
as one or city, and the To:.-.!.’ Croup. It is esrwial , 
oi. CGurr . . r.nau ci.e Corporatl r:» achieve, real It-'.:*•„ 
vi.i 1 uo r> to.: thesc ccmpanies.'•' 

(c) Other than the statement above, the minutes Jo not 
leflect cay report esteeming 11 13 BAR. This was the first meeting 
of the tiorgor Punta .>oai*d since May 21, 1969 and in the interim 
there had been Uw* meetings of the Executive Conraiatee of the board 
held t ¥ .«.y 2o, i >’*> , j'd■> 1 , 19' 9, arid th - * minuter of the 

. Executive u.Oi.uniti •.e.c tx-if**'* do not ac - ii’‘a~»» ;.ny reference to the 
BAR. 
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r 

niouMfo Mr. Gould contacted the ICC and the following is 

. ' • • 4 • 

a note made by Mr. Priddle at the time concerning Mr.. Gouid s 

conversation with the ICC: .* 

. * * . • *. . . .-■* 

"Bangor and Aroostook 

Recommendations for establishing a tax 

- basis for the fixed assets • " 

(Mr. Garrett) 

: 1. A representative, of the ICC in Washington, 

D.C., informed Mr. Owen Gould, he could, upon a 
’ short notice, make all the old ICC records avail- 
• able to *us. He stated several other railroads have 
V . utilized these records and found them of value* in 

working out similar problems as now confront the 
BAR." • . 



(d) l.x 1916, the ICC pursuant to its statutory duty 


had the assets of all railroads in the United States appraised 
to ascertain their then (1916) reproduction cost. These 
appraisals were performed for use in establishing 


tariffs. 
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1790-1. (Proposed by SEC and Chrls-Craft gafll 

V 

During his visit to the Railroad lm~ini^«Augu«-t 1969, Mr. 


Priddle prepared the annexed schedules (SEC Exs. 35J-35M 
Priddle dep. 51-52). 
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n?r (c) Cnc o 2 tlv statutory duties of the ICC, pursuant 
to Section 13a of the foterotata Cohere-Act, in thn.WUi.--*** 
velvet ion war. to establish the original co't of all of the l\:\'v. 
assets in addition to their reproduction cost in 1913. 
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179T.[Er] On September 15, 1969, a meeting was held in 
Bangor, Maine of all the principal persons on the staffs of 
Bangor Punta and the BAR concerned. At this meeting, various 
staff members were given responsibilities for assembling material 
to be used in the sale of the BAR whether it was a sale of stock 
or assets. Annexed is a copy of a memorandum of this meeting. 
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BANGOR PUNTA CORPORATION 



kuOJCCV 


BANCOR AND AROOSTOOK RAILROAD KAT7TR 


TO- 




N. M. Salco September 16, 1969 • 

W. G. Robertson 

D. W. Wallace ' 

J. E. Flick 
C. M. Hutchins 
W. J. Strout 

S. Galle - PERSONAL AND CONFIDENTIAL - 

T. P. Reatr.es • 

W. M. Houstcr. / 

T. D., Stephenson 

O. H. Bridgham 

0. J. Gould . 9 • 

R. L. Condor. . . • 


From; C* P. Priddle 

We are herewith attach;.,; t *o nie...o-. une pi; points the responsibility for 
obtaining certain infer ration required, as accertaircd in a meeting in 
Kr. S: out's oifice or. :: e pt-m'.-er 15, 1?69. The oth< r stipulates steps to 
be waxen to expedition; ly arrive at an asset tax bajis of the BAR, along with 
ether considerations c< l>u weighed. 


It va* agreed the t the L/C and E*R personnel invclv* J in thin matter would 
work closely together, coordinate their efforts, avu keep the "cerauunication 
lines'' open in order t< expedite the entire matter. 
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KEKTUTS I1P.TT) 7R XK. STPOTI T'S OF FICE 

oxm-bJt, kk IM^k lji.'Tw.) 


NT: 


W. G. Robertson 
C. X. Hutchins 
W. J. Strout 
0. H. Briogham 
0. J. Gould 
T. P. Re.nines 
C. P. rriddic 


A 


c t 0 the ponding Bangor and Aroostook Railroad matter, Kr. RcutviC.s raised 
points'and questions that required analysis and/or answers. These items 
. . forth below under the names of the individuals to whom Mr. Strout relegated 
. -.ponsibility of supplying the necessary information. 

tm/LIAM h. HOUSTON 

hat action is necessary to transfer the State of Maine franchise of the 
...gor and Aroostook Railroad? (In a sale of sto~.k and in a sale of assets - 
. . n ways.) 

. who Bangor and Aroostook Railroad a normal Maine corporation or is it 
. pedal" Ly virtu,? of ito railroad operations? 

r.»s the considered transaction require ICC approval? 

l». Reames would appreciate Mr. Houston furnishing him with the following: 

(a) A copy of the Bangor and Aroostcok Railroad charter. 

(b) A copy of the by-laws of the Bangor and Aroostook Railroad. 

O WEN 11. BRIDC1IAH 

•.••rend cf Bangor and Aroostook Railroad stock prices for approximately the 
— fifteen years cr wore. Preferably, this analysis should include the year 
. years when tne price range was -$60.00 per chare. 

Ol.TN J. COULD 

t.ouircd - a list of all minority interest stockholders, denoting name of 
tockhold r, address and number of shares current ly mmc- 1 . Owen Could 
•upplied this list to '»im Reames on September 15, i r, ey. 

mat comprises the. major contractual commitm'-rrs, not Lecotded er. the books? 
l:\ Strout mentioned an order already placed for 1 MO cars and an order not 
'ot placed for 50 mechanical reefers. No delivery, to date, has been made on 
•he 100 box cars herein mentioned. 
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H. J. sTH flU T at:p o. j. couid (roi.Li-CTTA Tj^l 

vr Keanes requested that sere thought be given as to how the fair r.nrket value 
Vnlliiv stock of the Bangor end Aroostook Railroad coulc. be (.stemmed. 
x°n- Strout stated that he and Oven Gould would take this mttcr under consideration 
' study it through before any project in this retire is undertaken, hr. Rcar.cs 
"elated that he. thought this value would be required at a later date, when finalising 

the negotiations. 


lC „ sundry topics taken up for discussion covered: 

u..t-rhins stated that "rood title" should be delivered to the purchaser by 
December 15 1969, although it must be determined if approval of the State or Maine 
^required’, and if so, whether the legislature must pass on this and also the 
approval of the ICC and the timing or tr.is approval. 

It was also agreed, that although the investment in Bangor Investment Company was 
a saleable asset of the i>argor end Aroostook Railroad, a follow-up would be ...ade . 

► on the -non- railroad"'land owned b- tnis company, namely, Sears Island and tne 
property at 84 llavlow Street, Longer, Maine, ament; ethers, to determine any umqu 
t..y ramifications that could develop in this respect. 

r-rthcr discussion gave voice to tie consideration cf approaching the IRS engineers, 
in advance of a closing, "to feel them out" with the possibility of obtaining a 
cocerrilnacion in rc S J’t= the fc»U of asset*. once U has been . 

would be beneficial in order to determine, oefore Feaeral audit, that there would 
no threat of a consideration o£ goodwill or. the part cf the auditir. 6 agent &U 
later date, or an attempt to revise our basis. The problem °*, 

selling price to assets also arose. It was agreed to pursue tnis carter further, 
when the mechanical function of arriving at a tax basis tor sale of assets had been 

completed. 

n the drafting of the agreement lor tko transfer of stock or .ssets, it is »" t ^JP a 5* d 
hat some of the information outlined above ar.d certs n rd-it era.. r-iOi.r * 
iqufred for attachment a schedules to the agreement. As soon «s „* , # 

((formation needed, wa will rola'.e t to Mr. ^trov. v,.a telep or -n 

'** • ovuld • 








Strout Authorized Owen Could to assign one BAR staff member, who is familiar 
vich the pertinent records, to a temporary assignment in Houlton, Maine. The 

Senrenb°r “in* }???'!, W !“ ld bC t0 % 6ct - crr ' ina what properties are still on hand At 
September JO, 1969 that were on hand at June 30, 1916, and tfeir assigned TCC 

*i« Ih i , ,!?; JOCt - Pr T? rll r COnsi£tIi of developing the infotMiSTS^r 

\96j through .1969, and will take an estimated 2-3 weeks to complete. 

Kr ; Gould and Mr. Priddlc agreed to visit the Houlton, Maine installation on 
J.UO.N ay, September 16, 1965, to familiarize themselves with the problems and 
other facets of developing the required information. If possible and feasible 
tney will attempt also to arrive at a preliminary figure at Mr.'P.earae's suggestion 

The second step in this regard will be the determination of value of all as":efJ 
t-euired between Jane 30, 1916 and September 30, 1969, at cost . 

A third step wiH invoive computing the value of all retirements, abandonments, 
etc. and their related ICC asrier.ed values . 

When the above chr-c steps have been completed, it was agreed that a decision 
will have been madi as to the following: 

(a) A method of converting those items, priced in accordance with ICC 
valuations, into tax costs. 

(b) A method cdistributing the selling price. 

(c) The media ics of consulting the ICC and/or ?Ko IRS relative to securi i* 
an approval or determination on the tax basi* and the distribution of the 
selling/purchase price arrived st in the. above steps. 

F ? r , c “ x P ur P 0£ - cs J ^11 items capitalised per past Federal Revenue Agents' Reports 
will be considered for inclusion in the final tax basis. 

A determination oj the breakdown of costs in "r*advay" and "equipment" a ccount r 
will hove to h.-v nice on the four railroads whose records ware‘burned in a'fir./ 
and are not avail, ble. This item also possibly should be referred to the IRS 
and ..he ICC for approval and final do termini tier. * 

• 

A discussion between Owen Could, Ronald Condon, and Cy Priddle relative to 
handling of "recapture" tax aspects on t.Ue BFC Federal return concluded thr.t 
Ronalc Condon would compute .the investment credit rccanture schedule. Ke. would 
also compute the gains and/or losses on £1231, and £1250 property, and 

depreciation recapture on same, if any. 

• • 

Explore the "book and tax" effeetc of reversing the liability cf $6,500,000.00 
in Deferred Federal Income Taxes, on the books cf the BAR. 

Also follow up the investment credit ramifications of freight cars ordered prior 
to April 20, (tnc proposed date Ur rescinding the investment credit) where 

delivery of there freight cars will uoc ba made until June 1970 approximately. 

Mr. Could and Mr. Priddlc mutually agreed to conr.-.ot each other regularly, if 
a.-.o wnon an extraordinary item should be pinpointed by one of then in the 
course of all the calculations. They will also check out co.vther periodicellv 
and ciscuss the 'regress of the project, and a-y-arepc that mi-ht be taken to ' 
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179U. fl’.P] On September 15,' 1969, Mr. Hutchinn 
to Mr. Dumaine the annexed letter. 



wrote 
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BANGOii PUNTA COnPOflATION 


HARLOW CTRCET * DANGOR, MAINE 04401 


TELEPHONE AREA CODE 207 . 042-5011 

I 


September 15, 19G9 


Mr. F. C. Puminc, Jr. 

President 

Areoskeag Conoany 

Suite 4585 

Prudential Center 

For ton, Massachusetts 023 99 

Dear Bucif 


In v ° r -xn 0 toverd ...e exo^Jn- ct tne sal- to /mesl^a:; of die B*i- 
gor and Aroostook HaiirorU. •'. ; ... > . . . Y , 

* -to v ‘ ,n 3‘ : Xw • :u :°- d J - : " 5it «*v*r.tsjccuc to call our stock in the 
hengor -me ..raootoo: dexlrcrd Company or to sell the ur-perty i' tr- 

PrM ° SVa f ° “ tSc **«* lnv«M S a- 


ln «L‘ l5 ‘. 1 r.eo.Oa »n «?rc«a#t to soil the property .Uher 

In sloe,., and .1 Mock, ottr.tr tor oath or for shorts cf Sttnjcr hunts) or 

*?“ “f'?.'. Ia . c: " c - "0 would 3Iks to preserve the op- 

tion of t<...ir. e . can a or snares of bar g or Punt a. 


v- r ^ hl s aSTcament would become effective on either September 30 or Octo- 
1 wit.i you b t?.,ca control of the property on either of those dates. 


n -.-V °“J d r ; ZT ? c 10 r: ' :lc t!oliv -ry of cither the stock or the asset? by 
Deccsib-r .<1 o. fnis year. Since this agreement will be a firm commitment 
on our parw to cell tne property to you, I am assuming that von would 

it. CC: ! V' ! ; :nt “ U ' rt a d ”! ,ocit of thc purchase price in escrow ecr.a- 
ang tne year-end closing. 


t f „ m‘". . c ‘ ' ■ ' Cv *‘ ntr n C0U3 to ”‘ ,u *cccr*t cruets rather 

n -U..K C-, ng 0 1 tin remits of our nccou- i,-.-. tudi's in which I 
assume your peep Jo. v g •? like.to participate. 


Ihc . acv-.oor . 0 . . •• .3 '’osing will gi. - u-. ft- to develop depenc’nMw 
i^urer. as •.nil on to allow you and your recount : t to rrti-.tv Ai oshtog 
that you arc gett.it,;; the property as it has bcmi tv,.-- anted to vow. Con¬ 
sequently, ye would wist you to rati: fy your:-, if l v ik t date that vet. arc 
cj v.ing tnC! lrt ’ ,d ;,fi •« r.o^iig concern, a : l\ r. u;.j, so thtt nr.v 
guarantees on our pan would not go beyond this fined closing. 


1 would hope that our lawyers and your:, could w it: out this selUuc 

RidcrTLln^ 10 yuu J ‘ UV Ci ’ Si-pi 1 ...bar 19 , , t . that we fight can- 

Side, a joint announce,;nt ot the sale on that date-. It seems to us that 

<» t„ i .•«-! 0 -.1 


.1 '• 


n:»n 


•f» r .•*.!! 
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To: F. C. Dunaine, Jr. 


September 15, 1969 
Page Two 


The agreement will include, as per my letter of May 27, the 
parameters and dcscripti.cn of the fifty-fifty split between us of 
any windfall profits over the nc.ct five years in connection with 
Searsport and the Sears lslana-C..po Jelliuou «rcr.. 

That let.or indicat'd, which I-know you understand, our owner¬ 
ship of Railroad stock as 98 IV, of the total. 

* 

Very truly yours, 







590 A 

179V/-1 (Proposed by SEC and Chris-Craft 
The Internal Revenue Service was not consulted on the sub¬ 
ject of establishing a cost basis for the Railroad (Priddle 
dep. ^0-^2; Gould dep. 7^j Reames dep. 33). 


f 
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_ o i or q ' the dav before the sale was 

)7?jf(l>) On October 2, 1969, the ., 

clock closed at $21.50 per 
announced, Bangor.-Punta common stock c,o 

. _ •»„,» r-neor Punta common stock 
share on the NYSE. On Oetober 3rd. E.n C or 

closed at $31.00 pet shave. Between October 2nd end 

. . u of S 4 123 on October 17th. 
ber 10th, to a id M of 
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181 . [Proposed by Chris-Craft] Piper’s 1967 
Annual Report contained the following under the heading 

"Research" with regard to the proposed PA-35 Pocono ("Pocono") 
aircraft, at page 9 : 


The major advanced research project at 
e H C \ dUri 2 6 196 l has been development 

wf,H th H e , d K eSi6n ° f an 18 place Commuter Airliner 
witn high cargo-passenger utility. This 

3 great need in the sma11 
airliner -ield, an area which shows consider¬ 
able promise and with which we are well 
acquainted because of air-taxi and similar 
uses of the Aztec and Navajo." 
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182. [Proposed by Chris-Craft] In a memo¬ 
randum dated May 29* 1968 entitled "PA-35 Status Report , 
prepared by a Piper project engineer for the Pocono located 
in Vero Beach, Florida, the following is included at pages 
4 and 5: 


"7, Powerplant 

The engines have been performing as 
well as we expected. We have good drawing 
coverage of the various installations of 
this particular powerplant. There is much 
concern in my mind, however, about the 
effect of the Lycoming Type-Certification 
and its effect on our certification program. 
According to our powerplant group, Lycoming 
is not progressing well on the T.C. 
progi'a 11 . As a matter- of act, ’ t was stated 
that thev ai«- changing the engines t~ such an 
extent that neither of our present engines 
can be certifie-d. They would both have 
to be replaced with the new version. I can 
sea a Lycoming powerplant program longer 
that our certification program if we aren’t 
careful. (emphasis in original) 

"It appears that in addition to 
carefully checking on and monitoring the 
Lycoming program, that we should set aside 
our best powerplant ncoplo arid get t K em going 
on a P.T.6. Turbo-prop design as soon as 
possible. It would seem to be th 1 best 
insurance company-wise that we could come 
up wisp. If tire Lycoming program worked out 
too, we would be able to offer both types 
of airplanes at an earlier lit- t v i-r pre¬ 
viously scheduled." 
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183. [Proposed by Chris-Craft] A Piper new. 
5,. 1968 stated,..In part,,as follow.: . . 

NEW PIPER AIRLINER NAMED POCONO: MAKES MAIDEN 
FLIGHT ON MAY 13 

Piper Aircraft Corporation’s 18-Dlar*» 
commuter airliner has officially been given 
the name of POCONO. The new niL v,o„ g J Ven 

„„ ''*ssl (4 ned model number PA-35 when It went 
on the drawing boards two years ago at Ploe^. 

?Ior?Sf T Devel °P"«"t Center at V^o Beach 

SKIM category!* aft “ U1 b * “ 


t\ 


tion ra ? id J y 5 " !C0r!e a high-utlllzatlon opera- 

over Relatively sS®"* f nd rl 8 ° r ° ua schedule. 

13 ., ~-^y short routes. Piper's POCONO 

Si S o«»rs e ad d ea f Sate an Da alrCraft 
luggage car4??2 !^ pas£ f nger mating, large 
alfng wi-h grea er c *rgo capability 

Sce'-i T f? l!st * c °P er, ating economy. 

^ L : 1 n h „“ een P ald *° -Juick and 
fast repUcemlr.t! ,y,t " # for '•"*«»«« or . 

. than was^orlginally^ntlclpated'b^Plper^Aircraft 
prelii„inary°speel fixations haV6 b * en made slnce 

October Thp P twin ? at l° f released last 

i.st 

The aforesaid news release was distributed by Piper only - 
aviation publication. 0 .. 


o 


.X 


1 • 


: 
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183A. [Proposed by Piper] A letter dated 
July 5, I960, 'Subject "LYCOMING — PIPER VERO BEACH 
MEETING JULY 3, 1968" from R. C. Scott, Piper's 
Assistant Chief Engineer in Vero Beach, to L. J. Anderson 
of Lycoming, included the following: 

"T10 - 720 Engine (PA-35 Program) 

. The decision was made to increase the rated 
max continuous power on this engine to 520 
Horsepower in order to handle an aircraft 
gross weigat of 10,000 pounds. Lycoming will 
procct u immediately with a program to provide 
for installation of larger turbo chargers, new 
exhaust manifold, new counfer-baranees, etc., 
as required to get the additional horsepower. 

In the mean time, Piper will conduct fuel flow 
te its -.n the present aircraf /engine installa¬ 
tion -nd advise Lycoming of the results. 

Lycoming Con then review our pa~t flight test 
data and verify our computed horsepower figures. 
Lycoming estimates the weight increase for the 
new engines at approximately 22 pounds per 
engine. 

"Lycoming‘will plan to provide Piper with four 
calibrated engines in the above configuration 
no later than February 1969. Two of the engines 
will be those presently used on our flying pro¬ 
totype reworked to the new configuration. We 
will continue to operate the aircraft to gather 
additional information until it is necessary 
for us to card these engines to Lycoming in 
c^der to meet the February 1 j 69 date. 

"Torque meters were also discusaed in conjunc¬ 
tion with the T10-720 Engine. It was concluded 
that it is not practical at this time for us to 
utilise a torque meter and ws will instead rely 
upon fui. 1 flew, manifold pressure and RPM to de¬ 
termine our power settings." 








Revised I/5/71 


596 A 




» 

184. : [Proposed by Chrls-Craft] A memorandum 
dated August 15, 1968 * entitled "Vero Beach Development 
Review", prepared by Eugene L. Stickley, Piper's Manager 
of Corporate Planning, stated with respect to the Pocono, 
in part, as follows: 


"A review of the Vero Beach Development Program 
was held on August 8, 1968, In Vero Beach. 

(at page 1) 

* • t 

"The review included particular emphasis on new 
projects which Pug wants completed during 1969 . 
These projects are as follows: 

Z. PA-28R-200 
II. PA-38-115 
(at page 1) 


• • « 

"Prior ities a.d Tidi ng 

Howard P'per had indicated that the following 
priorities have been reviewed with the 
Development Planning Committee and should be 
followed for the Vero Eeach development work 
for 1969: 

% T 

in. 

IV. 

V. 

(at page 3) 

» • * 


iW-28-200 
PA-28-115 

PA-32B TurhocbaVfcta 

PA-34 

PA-35 
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P::rt 


(,.;o oi* the essential :iteps to meeting our 
requirements and solving our problems 
with this airplane is additional horse¬ 
power. Cur studies have indicated that 
the Lycoming 720 engine will have to be 
rated at 520 HP continuous in order to 
provide the required minimum performance. 
Lycoming has committed itself to accomplish 
this. 


Revlsed Payload 


As a part of Vero Beach's analysis and 
design proposal. Bob Scott indicated that 
in order to meet the minimum single¬ 
engine climb requirement, our gross weight 
will have to be limited to 9,750 lbs. 

At the present indicated empty weight of 
the airplane, this gross weight limitation 
will require us to consider the airplane 
a llJ-passenger airplane rather than a 
lo-passer.ger (plus 2 pilots). The only way 
to achieve the 16-passenger requirement as 
outlined above (I), would be to add 10 feet 
to the wing span. There is no simple way 
to do this. It would require a major 
redesign of the wing. Howard Piper indicated 
that we will accept this gros 1 - weight 
limitation rather than go into a wing re¬ 
design program. 

Pug pointed out that the airplane might be 
considered a 17-passenger airplane without 
baggage and counting the pilot’s seat as 
a passenger seat. (page 6, 
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B. The above steps will be carried out in 
sequence to try to determine the 
value of each modification. If there 
appears any doubt about the success or 
failure of this approach, it was agreed 
that an independent flight test con¬ 
sultant, Fritz Feutz, will be called 
in for his evaluation. (at page 7) 

« » i 


VII. Summary 

A certificatable airplane now awaits 
two developments: 

A. The development of 520 horsepower 
by Lycoming. We have assurances 
from Lycoming that this will be 
done." (at page 7) 


*u. 
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184A. [Proposed by Piper] A Lycoming 
memorandum dated September 3, 1968, Subject "Trip Report 
t.o Piper, Lock Haven August 21, 1968" included the 
following: 

"A meeting was held at Piper, Lock Haven, at 
Lycoming's request to review various programs 
at Lycoming for Piper. 

•» 

. 1. T10-720 (Vero Beach) 

"Torsional surveys have been completed on 
this engine using the three blade Hartzell 
8475 propeller. Fifth and Fourth order 
ruooaance of an acceptable nature was pre¬ 
sent at 2200 rpm full throttle maximum 
pev.-ar. Third order resonance occurred at 
2750 rpi t which is oitside the operating 

opa. The enrine was approved at 520 
ho, 2650 rpm. Since then Hartzell has run 
blade stress checks at Lycoming using a 
two b'ade (turbine) propeller, a two blade 
(8475) propeller, the three blade (8475) 
propeller, and the three blade (8475) pro¬ 
peller cat off two inches on each blade. 
Preliminary information from Hartzell indi¬ 
cates both three bladed propellers would 
be acceptable with the bigger diameter 
being Dreferable. Tney will wait for flight 
blade stress checks before determining if 
placards are necessary. Torsional tests 
are now ,.n progress on this combination and 
should be finished September 13, 1968. Due 
to the additional running required to ap- 
pxava a propeller an 1 er y »*.r curhjination 
the date of delivery of t-e 520 hp sales 
samples v.’ill be delayed api rc;: Imately one 
month from the February premised date. 

"A requ' et was made that the cooling tests 
or the Prestolite alternator no given high 
priority so that we can determine the ne¬ 
cessity for releasing blast tube tooling. 
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It was agreed by II. Piper and Bruce 
McCullough to speed up this test by loading 
one alternator during subsequent flights to 
determine ccoling characteristics without 
the blast tubes. Lycoming agreed to have an 
installation engineer present when the 
tests were run. 

"A date for production aircraft was tenta¬ 
tively set for January 1970 for Lycoming 
scheduling of type tests, etc." 

•* 


af - L — doa.; not— eon-to- st that . Pippx . 
iX. ceiv ed— L h e ~ m e m orurroum— or— tha-t—the— * 


^.mor-rtudura-cor.t-rfirrs~tdte- s-tertrementS’ 
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185.- [Proposed by Chris-Craft] During 
September 1968 pre-certification flight evaluations under 
FAR 23 of the prototype Pocono were conducted by Testair, 
Inc., which had been employed for this purpose by Piper. 

The report of such flight tests stated, in part, as follows 


At page 1: 

"The object of this program was to conduct 
a pre-certification flight evaluation of 
the prototype Piper PA-35 Airplane for 
FAA Part 23 certification compliance. 

As this aircraft has been evaluated by 
Piper Aircraft Engineering Flight Test 
Department our normal pre-certification 
program was modified to specific items 
desired by Piper Flight Test. The result¬ 
ing program eliminated all performance 
and several flight characteristic items. 
Essentially the program consisted of 
handling quality evaluation except stall 
characteristics, longitudinal pitch 
control below Vx and single engine 
characteristics. However, Vac speed was 
checked. 


* # « 

At pages 2, 3 and 4: 

"* * * Iwe aircraft was extensively 
covered with wool tufts on the fuselage 
ard wings during these tests, and the 
airspeed referenced from the left wing 
tip boom mounted swivel pitot-static. 
The airspeeds were measured in r '?H. 

"PROCEDURE 


AJ1 flights were eor.du't cd ;-t a take-off 
weight of approximately 9.('33 lbs., at 
252 MAC aft CO or 13? forward 0G. Due 
to anticipated engine pewei giowth full 
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P?o?o r typ a o nn e °‘ ^ e d T“ Cated “ lth ». 

--■“-“e v n r '„“ mulatad 

««. «s t i d ;. t 2; 1 a ? f ^ i, c s o "” nieht 

?he 

as rollout hlS cvalua tion are 

Landing gear speed 

Flap speed . MPH 

Vso . . . MPH 

Vsl (flaps up). 80 MPH 

Vmax . . . . 93 MPH 

Max nap deflection' MPH 

Max manifold pressure * * 

Max rpm . . . sure .... 46 in. Hg. 

75? power (prototype . 2500 

engine) .... 

75? power (simulated. 32 in. at 2500 RP. 

future engine) .... bn . 

‘ * • 1,0 in. at 2500 RP; 

discussion 


eJalw« 0 J| a of“i,| b ^,“ t ve CM ««1 Iter, 

for tiie purpose of deterririo 3 rPlane 

& ° n ^n a0n -° orapllar -« i‘- '°«U C i r b t e lfUble 
of the " jircraf^anri ^ 7 * he general impression 
«m be summarized 0 

are as follows: “ n_c >ra Pllar,ce items 


1 . 


Cii.Tib ccnr i p , u"'i‘-'r- • , • 

stability! *° inrtfr tui-’nal 
Lateral sta 1 - 

■, at • 'o?Cs from 


r ., n 14 ir. th- iandi-n 

■ t«*P, pov/ev-or.. configuration^ 


J*»UQCiOj? 1 Cj O a * r * . 

flap cor.fiion p '^ 0r ~ 0r) Ending 
^Ld maneuver* ^° n * Win * 3 level 


H. 


".aneuver 
7r.c speed v/i 


la k ' ft .‘•''•Cine inoperati 

approximately“llo r io“? r f ° rcea ^ 


ve 
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5. Premature stall warnings buffet in 
the clean configuration beginning 
at 110 MIAS. 

6. Marginally high longitudinal wheel 
force with power and configuration 
changes at the forward CG position. 

7. Possibility of excessive unusable 
fuel in high power sideslip con¬ 
figuration ." 






II 

\\ 
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185A. (Proposed by Piper] An article 

concerning the Pocono appearing in the November 4, 1968 

issue of Aviation Week & Space Technology entitled 

"Test Chows PA-35 Needs More Engine Power, New Wing 

Fillet" includes the following: 

"Flight testing of the prototype Piper PA-35 
twin-engine commuter airliner has shown a need 
for increased engine horsepower and redesign of 
the wing fillet to meet performance specifica¬ 
tions . 


"Tests are continuing and production is 
expected to begin in 'net less than a year ' 
according to officials at Piper's research and 
devel:pment center at Vero beach, Fla. 

***** 

"The prototype aircraft weighs 9,000 lb. 
and is powered by two Lycoming T10-720 turbo¬ 
charged engines rated at 470 hp. each. Ap¬ 
proximately 125 flight hours have been logged 
since the first flight last May (AWS.ST May 20, 
p. ill). 

‘ riouA.ficatiens to the Pa- 35 design will re- 
uul in a gross weight of 3 750 *b. for pro¬ 
duct.’ oj aircraft and v r il?_ r- gui^e power output 
of cc -h engine to be i.icrc a red to 520 hp. ac- 
co cing to ccmocr.y erg .ncars. Further testing 
wij 1 vr .tab' y result m ... certificated gross 
v.’ a 5.ch t of 0, f i o f, ib. 

" c* tc-r-. “ring of the ‘mproved engines by 
i-ycr. . i-g i ••• j b'.en com pic tod and delivery is 
expec-cf d by rext spring for installation on 
the pr ofi tyoe P/i-35. 

"Vi.e improved engine r. will be eight- 
cylinder turbocharged pcwcrplonts v;ith 720 
cu. .i n.displacement each. 

* * * * * 


f 

♦ 

i 
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"The company has discontinued production 
efforts on a second PA-35, which was originally 
intended to incorporate all changes developed 
during prototype testing. Production presently 
is limited to completion of a static test 
article and construction of a mockup of the in¬ 
terior of the aircraft to evaluate cabin ar¬ 
rangements ." 
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•fete 


. ! 86 . [Proposed by Chris-Craft] A draft Piper 
memorandum prepared by Marketing Research dated November 5 , 
1968 entitled "PA -35 Review" stated, in part, as follows: 


"This review is an attempt to consolidate 
Piper's information as of this time so that 
it can be objectively discussed and 
analyzed. We've had five major sources 
for inputs of data which have ranged from 
educated Judgments to factual reports and 
as always, the task is to determine the 
value to be placed on each piece of data: 

(1) Arthur D. Little Report 

(2) PAA Air Taxi Studies 

(3) International Study 

(*0 Reports from the Domestic 
Air Carrier Department 

(5) Inputs from our management 
group based on limited field 
contacts and overall knowledge 
of the business. 

Of primary concern is the fact that availability 
, t V fc P i0 ^ uc ^ bas been delayed while most of 
our in;ormution was compiled over a year ago. 
During the past year there have been changes 
in the marVets and we Turt anticipate that each 
successive year will bring further develop¬ 
ments which could affect our sales of the 
PA- 35 , (at page 1) 


"At the time we engaged Art 
study the Domestic markets, 
had not been built, althour, 
the ot-o .•ens of beinr const! 
we were forced to use tne b 
available on specifications 
Our Domestic Air Carrier Le 
as a ] 1 others were also wor 
preli- .j nary specification.* 
based on this data. Since 


hur D. Little to 
the PA -35 prototype 
h parts were in 
ucted. Consequently, 

cst estimates 
■*cr their work, 
nurtmert as well 
King with these 
and reactions were 
hai time, tin? re 
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have been significant changes which must be 
considered to determine whether the con¬ 
clusions reached in 1967 are still valid or 
whether the changes have affected the 
marketability of the product, and if so, 
how? There are actually three specific bench 
marks we can use to compare: 

(1) June, 1967 when specifications for the 
ADL study were finalized; 

(2) January, 1968 when the International 
study was initiated and 


(3) 

Today. 





ENGINE 

1967 

ADL STUDY 
TIO 720 

1968 

INTL. STUDY 

1968 

TODAY 

(at 

H.P. 

page 2) 

i»50 

**70 

520 

% 



« « 

• 


C. TIMI’13 




For 

purposes 

of their work, 

Arthur D. Little 

was 


instructed to use early calendar, 1969 as the 
av&ilab’lity date for the PA-35. This was the 
dste used by all of us also in talking with 
operators and interested parties and it was on 
th.s basl that we formulated certain con— 
dual a:,s. 

It the -nternational 3tv;dy last spring we asked 
the respondents whether late fiscal 1969 was 
satisfactory and if timing was critical. In 
both studies, timing was a-cep*able b”t most 
operator", indicated delays would be coolly. 

Ovr present schedule calls for a IV’ mits 
to be produced in fiscal 1’ 7 c • nu fi ’.i scale 
production (.1/2 per day) in fiscal 1^71. 

T v re" 1 r-rr n< >■* a delay ob two v^ars ' rom pne 

earlie" estimate: In * situation where timing 
was doemrd critical. Durinr this two years, 
Beech and bellavi Hand will have boon delivering 
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airplanes at aDDroximately 200 per year. 

Over *J 00 aircraft will have been sold into 
the prime market. (at paces 3 and 4 ) 

* » » 

The effect of timing relative to competition 
was discussed in (c). The PA-35 was designed 
to meet a 1969 market. By 1971 when it 
becomes available to customers, demand will 
have changed. Operators are already indicat¬ 
ing a need for more revenue seats. Beech 
and DeHavilland, with the advantage of close 
association with the best operators, will be 
making changes in their aircraft to satisfy 
the requirements while we are struggling to 
get ours in service. Consequently, instead 
of being competitive in 1971 , we'll still be 
two years behind." (at page 4 ) 
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186a. [Proposed by PiP-1 An article in 
the November 11. 1963 issue o£ American Aviation ma,a- 
2 l„ e entitled -Piper Pocono PA-33 Underpin, Testrn, 

included the following: . 

. Fiiaht characteristics an „ 

"Vero Beach, Fla. F h _ J neW pa- 35 Pocono are 
performance data on th ^^ plant here, 

taking shape at * st airplane is under- 

where the company s larg 
. going testing. 

" Flig onn t h in urs n ^Srtification^s^xpected 

proaching 200 hours. August, and Piper 

rc'c ^rbe'reaSy ^market the airplane within 
a year to 16 months. 

” T i ™TVs the h £ S im’s n l>'«y int^thfcSm- 

aesioned ~ 

first ,'ii.plancs {t i VJe have analyzed 

a commuter-type arrerat-. we believe 

the mistakes others | V ° he m,' said Robert Laber, 
we have solved most of them, 

PA-35 project engineer. 

’• included among existing*commuter 

represent improvements door, which is 

aircraft are the J- ar 9® ^ag e both in the 

standard equipment; cab in, and the size 

nose and at the rear o the ; otual i y two 

cf the cabin. * he - c Jf* *- a i r frer plus a cargo 
doors, the standard air-•- - - J opening. 

door that together give a 6 -oot about 

B hal!Tn KrnJfco^parUn; an. half ir the 

C cL ’ • 

* * * * * 

•'Only or. .prototype has b-cn t Compl=ted. t 

Workers he,.e are no v aircraft. And 

will be part of tncreached the point 

whlr^ipcr nUo is voir* nhond with some pro- 

duction items • 


* * * * * 
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"The prototype is equipped with piston 
engines, the new Lycoming T10-720-A1A rated at 
520 hp at 2,G50 rpm. However, the Pocono-al¬ 
most certainly will have turbine engines later 
in the program. A stretched version also is 
in the future plans. 

* * * * 

"The Lycoming engines used on the Pocono 
are going through a testing program and are ex¬ 
pected to receive FAA certification later this 
winter. 

"The marketing program for the Pocono has 
not been developed. Since the airplane is de¬ 
signed for a different market than most Piper 
aircraft, it probably will be sold through a 
factJty-controlled distribution syotem." 


2 




Revised 12/1V70 


611 A 




news 

I 87 . [Proposed by Chris-CraftJ A Piper/rclease 
dated November 1^, 1968 stated, in part, as follows: 


•'Piper Aircraft Corporation has chosen 
Lakeland as the site for a $2 million manu¬ 
facturing plant to build a new 18-place air¬ 
liner, it was announced here today by Howard 
Piper, executive vice president of the company. 

"The plant will contain over 100,000 
square feet of floor space for assembly, paint 
and plastics operations and offices required 
for the manufacture of the PA-35 Pocono. 

Piper's new facility will be constructed on 
100 acres adjoining Lakeland Municipal Airport, 
with another 100 acres under option. Initial 
employment when the plant commences production 
next summer will be from 200 to 250 persons. 

"Piper's Lakeland operations will at 
first te confined to final assembly of the $200,000 
twin-engine Pocono presently in flight test at 
the company's Vero Beach Research Center. 
Engineering, tooling and fabrication of com¬ 
ponent parts will be accomplished in Vero Beach 
with shipment to Lakeland for final assembly. 

The 230 MPH plane was specifically designed for 
comm-ite” airlines, cargo and mail service. It 
slsc offers excellent potential for corporate 
flying in an executive configuration." 
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1 , [Proposed by Chris-Craft] A memorandum 

dated December 3, 1968 entitled "Some Impressions of the 
Beech 99 and Comparison with the PA-35", from Trevor Linton- 
Smith, a Piper engineer located at Vero Beach, to Howard 
Piper, comparing the Beech 99 , a turbo-prop aircraft, with 
the piston-powered Pocono, included the following conclusions: 


"IN CONCLUSION 


1* The Beech 99 is an impressive airplane. 

2. The airplane is deficient in that the 
passenger seating Is very cramped and 
the baggage space is definitely marginal. 

3. The flying qualit s are generally very 
good. 

4. The airplane is fast and quiet. 

5* The airframe is wedded to . . 

a powerplant with an established reputa¬ 
tion and proven reliability. 

6 . Irrespective of what we say or what Lycoming 
says about the TIO-720 at 520 H.P. the 
sophisticated buyers in the third level 
business will make up their own minds on 
the reliability of the engine." (emphasis 
in original) (at page 8 ) 


This memorandum also recognized that tne Beech 99 was priced 
at $365,000 and the PA-^5 was int'ndsd to be priced at 
$ 200 , 000 . 
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189, [Proposed by Chris-Craft] A memo¬ 


randum dated December' 17, 1968 prepared by \>)it rooBTttf^ 
senior project engineer at Vero Beech entitled "Powerplants - 
PA-35" states the following: 


"It is generally agreed that the Pocono will have 
a turbo-pre • version in the future. When and 
how to instigate a turbo-prop version into 
the overall program seemed to be the major 
problems involved in our recent discussion. 

Also, what delay would be incurred upon the 
program seems to be a strong factor. 

The following suggestions and facts are offered 
for consideration during this period of 
uncertainty: 

1. For Insurance purposes, I feel that the 
least we should do is to make a con¬ 
centrated effort to run a parallel 
turbo-prop powerplant program in event 
Lycoming is not able to come up with the 
certified 520 HP engines in time. 

The cost of failing to get the Lycoming 
engines in time is too hign when we 
consider the delayed sales consequences. 

2. Generally, when a new powerplant installa 
tion is considered, several thousand 
man-hours come to mind. Inasmuch as the 
cabin would have to extend about 18" 
forward for c.g. purposes, it moves the 
engine out of the wing interference 
area. Consequently, it is believed that 
the ma jor portion of the lines and cowl 
development would be eliminated by using 
the Navajo package. The Job then becomes 
as the aft nacelle only. This could 
present a new ball game if Lock Haven 
has good data. 
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3. It might even be advisable to go 
turbo-prop sooner and advise 
Lycoming to inform us when the 520 
HP engines are certificated and 
install them on H 1, putting turbos on 
t/2 flying model. The piston and 
turbo fuselages could be common if 
we chose it to be. 

*J. There was some question of capability 
of current personnel regarding 
turbo-props. There are several persons 
in the current Engineering Department 
well versed In turbo-props. Combine 
them with the help from Pratt and 
Whitney and we have no problems here, 
(emphasis in original) 

Your comments will be appreciated." 
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190A. [Proposed by Piper] On or about 
January 8, 19 GO, Lycoming sent Piper Avco Lycoming • 
Specification No. 2390 entitled "Tentative Detail 
Specification for Engine, Aircraft, Model T10-720-B1A 
520 Horsepower Turbocharged Direct Drive", bearing the 
stamp "Advance Jan 8 1969 Copy." That specification 
listed the rated maximum continuous horsepower as 520 
at 2,650 RPM. The specification was not complete in 
all respects, including the absence of an FAA Type 
Certificate number. 
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190A-1. (Proposed by Chris-Crnft] At the 
time? of the preparat: on of the Avco specification iden¬ 
tified in rinding 190A, or at any tine prior to the 
letter referred to in Finding 202, Avco had not produced 
a model T10-720-B1A engine that met the specification*of 
"Rated Max. Cont. Horsepower^RPM - Altitude 520 
2650." 


I 
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[Proposed by Chris-Craft] A Piper news 
release captioned "For Release Special to Business and 
Commercial Aviation" for Inclusion in its January 1969 issue 
with the Pocono appearing on its cover, which release was 
entitled "The Pocono Concept", stated, in part, as follows: 


"The reciprocating engines being used are 
Lycoming TI0-720’s, with a maximum continuous 
rating of 520 H.P. at 2,650 RPM. One hundred 
percent power can be maintained to about 12,000 
feet, and 75 percent cruising power to 
18,00 j- 20,000 feet. This provides considerably 
improved performance at high altitude fields 
and in hot climate conditions. • 

"In a market study operators expressed a 
desire for many different types of power 
plants, but the one lg desire was for the 
lowest practical seat cost. We believe the 
Pocono, with its combined a ' rfi’ame/pcwer 
plant design, provides this. 

"The PA-35 design should significantly 
affect the development and efficiency of the 
expanding ohort haul passenger and cargo 
routes." 


The January 196? issue of Business and Commercial Aviation 
contained the foi owing statement in reference to the attached 
photograph o 4 ' the r -cono appearing r its cover: 


Furono, Pi 


"COVdit: The 
answer to the need 1 'or 
port, is flight tested 
citrus groves of South 


ycr '.? 16-p ':: senger 
ccmmu* er air trans- 
over flatland 
Florida. Wool 


tufts dotting wings, fuselage and nacelles 
reveal air flow patterns to pinpoint areas 
of high drag. The 9500-lb Pocono, powered 
eight-cylinder, 550-hp Lycoming TIO-720 
engines, will cost ’under $200,000’ when 
delivered in 1970. Piper is developing 
the Pocono at Vero Beach, but will build 
a new plant at Lakeland, Fla. for its pro¬ 
duction." 


by 







1 r ‘- ■ 

<• 1 

1 
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192. [Proposed by Chris-Craft] A Piper undated 
memorandum marked "Working Copy" entitled "PA-35 Review" 
made the following recommendations. 


" RECOMMENDATIONS 

Based on this analysis it appears we are 
facing a very serious negative competitive 
situation. We feel tnat due to the timing 
we have missed our intended market and that 
the market available in the 70's will require 
a different configuration: ie; turbo props J 20- 25 • 
s^-ats. We tnerefore recommend the fo]io*'ir«2 

1) Tr.e TIC-720 powered versions of 
the PA-35 b^. dropped due to lack 
of payload and limited customer 
demand. 

2) Work on the PA -35 be continued 
with PT6A-27 engines and 
planned airframe capability of 
125 G 0 pounds gross. 

"This would enable us to neve into the market 
with an aircraft capable of replacing some 
existing Commuter aircraft and capable of 
competing effectively with Beech, DeHavillar.d 
and Fairchild for the new business. With an 
airframe capable of 12,500 pound we could 
move ahead of competition when power to carry 
the 12,500 pounds is available. 

f this is the direction, detailed 
specifications would need to be oreoared for 
each steo." 
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193 • 

•. [Proposed by Chris-Craft] Piper's 1968 
Annual Report mailed to Piper's shareholders on December 
2k y December 26, 1968 and early January 1969 contained the 
following statements with regard to the Pocono: 


At page 2: 

"A second development has been the growing 
need for small commuter planes. As the air¬ 
lines become larger and faster they tend to 
serve fewer terminals. Of an estimated 10,000 
airports in the country today, the scheduled 
airlines serve fewer than 600. Although the 
Aztec anu Navajo are used widely as air taxis, 
the engineers at Vero Beach have developed 
the Pocono with the commute: market specifically 
in mind. The Pocono will seat from 12 to 18 
persons, and is especially designed with large 
cargo do. r s and ample cubic capacity to be 
equal y useful for cargo as well as passengers. 
Ine Pocono is currently undergoing flight 
tests at Vero Beach ard first deliveries 

should be made sometime during the 1970 fiscal 
year." 


At page 

"Below, Piper's Pocono, sleek 18-place 
experimental mini-liner being tested for 
the hustling commuter airline and cargo 
markets.'' 


• * # 


"Largest aircraft ever built by Plp**r 
the 18 passenger Pocono took off for the first 
tirra in May at Vero Beach. 3pec<fically 
design'd to capture a large share of the 
rapidly growing third level commuter air 
service market. 


Lakeland, Florida was chosen as site of 
new $2,000,000 manufacturing plant to build the 


I 
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Pocono. The 100,000 square foot building 
will be constructed on 100 acres adjoining 
Lakeland Municipal Airport." 

At page 9 under the heading "Research": 

"* * * The Pocono, an l8-place commuter 
airliner, also has been a major project, as 
has been the development of additional new 
models to be introduced further in the future. 

"The Pocono, which will serve as an 
intermediate sized cargo plane as well as a 
small airliner and corporate plane, shows 
promise of giving Piper a favored position in 
a new, rapidly developing segment of the 
market, which will add new volume and not 
merely replace one model group with another. 
Penetration of the market is expected to 
strengthen the overall organization and 
open the way for further advances into the 
smaller general aircraft market." 


Chris-Craft had not seen a copy of the 1968 annual 
report at the time It commenced its purchases of Piper stock. 
It obtained such annual report no later than January 15, 1969 
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L i’j'opoj'.uU by Onri.-,-Craft] A draft raoiao- 


rar.^u::. prepared by Stickley uated February /|, l'jC<j 

• • * *». II *j /1 * f* 11.. it 

~ * * o,,ra:r; staleu, in part, as follows: 

He,,,’ . .. can serve to hlr’nl* rr-t 

n ? V ° occurred recently which iiit^fcrase/ 
oC...c p. courts what v/e nave with the PA-35 
program, (changes ir. original) 


'•y*, **0 v 4 


-.n our meetings with Grumman officials, we 
rouae ourselves unaole to supply satisfactory 
«..-/,ers to questions about the 'economics' 
ox tnis program. 


Item i! 3 above I believe simply emohasize'- 
t V$* 2 e ?'lcu i -,r.esr of our- Poconb -planning 
h;t‘ 1 preliminary pricing study which 
...! oe.,w. prepared nearly a year ago is so 

^ 01 ^} Zer it ee«sa would not serve 

.eaoonacle estimate of the economics of 
rus program touay.. In any serious merger 

1 I " ith Gru:r * rr ‘ a n or any other firm, it 

is Going to be extremely important that we are 
aole wo present ourselves as in firm control of 
this projected investment. This m^a^s that we 
e re soirg to have to give figures and oJheJ 
cowers tnat hang together well, and “he figure- 
are go.ng to have to he based on assumptions ’ ' 

L ' ar ‘ ; ° r W,U ^ lo reu-.on-.! >.v accurate. 

No f.nal vomlon of th.j memorandum was prepaid by 

Mr. Stick lev and t,>.p dr»^ < ’e „, 

ara. t quoted above war. located only in 

Mr. Stickiey's file. * 





195A. [Proposed by Piper] A letter dated 
February 6, 1069 from Lycoming to Piper included the 
following: 

''Performance and fuel flow curves are still 
not available for the T10-720-B1A. Informa¬ 
tion to construct these curves will be ob¬ 
tained on two engines now being assembled 
and scheduled for delivery in early March." 

A copy of said letter in Piper's files contains the 

following handwritten notes: 

"Meeting 2-10-69 


"Lycoming to beef up t/c brackets 
Harness to be checked on 520 install, 
iircj.'r.e Spec by Feb 10. 

T.C. by Sept 15. 

U*o 2 hole metering plug - if still torching, AML 
engines arrive Mar 5, 15, Apr. 26, May 7 
Return 470's by Mar 22." 
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I !• ( [Proposed by Chris-Craft] A memo- 

* . —-- *. i 

randum dated February 28, 1969 by a senior project engineer 
on the Pocono project in Vero Beach entitled "PA-35 Engine 
Study Considerations", includes the following statements: 


It appears that we are now at the crossroads 
and input from all areas should be fed into 
the mill for evaluation. It is possible that 
all of the following information is known and 
under consideration. If so, this memo can 
be ignored: 

1. As I see it, we must evaluate the 500-hp 
piston engines as soon as we can, to 
determine if we can still handle a gross 
weight of about 9,750 pounds. This will 
be done in the fastest manner possible, 
utilizing old and new cowl parts as 
required to expedite. We only need the 
or.e critical engine and after installation, 
should be able to go directly to the 
problem (single engine climb at 5,000 ft). 

a 1 . If the 500-hp gets us the 9,750 pounds 
gross weight we’ve been assuming (or 
close to it) we will have a reasonably 
salable interim aircraft. It would 
also be the fastest means of getting 
v.3 into the market. 

*-. If the gross weight has to be reduced 
an appreciable amount as the result 
of getting only 500 hp, the piston 
engine approa.*i wcvlu then be unaccept¬ 
able. j 

1 

V*'- 6. re then left with the turbc-r-'Mp approach." 


I 
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196a.. : [Proposed by Piper] 

of the memorandum described in Finding 
as follows: 


The balance 
continued 


M las: two imports.-,; Icgtcsl possibilities «*,*. 


1. 


t!i = csWa, sd-atoaal traits o i a ti~ cv- ~?-77' . . •® rv “ rc c=<s c; 
gross v.-c.'jl,; w 11,000 peal-,. iWTffr'O ,n 

Is lapfsns to b, tbo W | o-t t ,,' ; : ‘.'‘’ C " 0 ff»i rooso.-.s. 

1= «t up, at,rf1-ovlsIos to tho: r.ro-r.-n I - T 

*»«• «*». is it. Silt tS-t 11,000 j£n& t! ~° C “‘-~‘S 

our currcr.t tur/rtut c cculi bo uZ-rad-dt-^"-S^ 3 ’f* 810 wS:c: 

car.:?i'c Jjack” cend.: _* *>cd\7 t:Vit orc.uc th: 


ti:nt the a ire aft v. v .- ^‘.'"3 7 ^- :o c.'/ec: 

pcu.-is. T;is is a .- : . n , 3 * Vv a I ^ £:<a v;s hc, ~- d to je: 9,750 

pounds to jura? wsv.W ba 10.030 

cursory loti; , t tS; . psylcotl cor i“ ‘. %*«»?. * 

nvc-IjU incre: sc <- c .~ 9 7 -r ..* *oucv;i.'.j : The . 

fuel. Ko.vev- r c v:..;r r '". *° c *^ v.culd to used uo i". 

crepty v/c/jh:, * JC :o the r .cv:cr oicr.r chan X 

C£Icn «P -V the IscrcWstructural "7;? ^ ^ ; ; 0S5 85 

V w “-‘- • :o jo rrojr. 10 , CQ 0 
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• pc;?;!'-.'; io li.CCC cc»^ : 3 „ , . 

*.. . * ' . wr payiOkXd ehculd *"* 

-■-»>■ V t fc ;‘. 2 a •) /f.il r,»• • .> •„ r. ** V 'S“* fc 

w»!-!iS>»e~U <‘Kraasej| to il.COO ; .-os; 

— —c.. -..-rwer c.ua :o 2 gross vclj!:: of n;uch cvor that. * 

2. Tirrbiicc r.'srl'zj ;o a ••••♦v/iv. ^ > * •» 

(20 or n.orc- kiss so-* * “* 1 ‘* 0wC - r0 =s weigh: 

f Ra >«***/ fc 5 2 1C2J r.;nj-2 ^1. a v^/C! Ir.V?*??* 1 ™ 

can;o. 1 ; tsais a’loXgj’'Hl.-.'if?.? c ®"‘!" c ‘‘ 5 ’-y »« «nicnir«l to!;. 

Ail, fa: tvcjio fa oo io7- ip d“v~'o^ ■ ‘• ?iS; °'’‘ S!rcr ** is e "««5- 

cor. or,: mrfa. “ 48 Afc# * a «« «** “ v/faltl fa ifaifcctlvo «tfa 

Othor consider .:io.. 2 ; ' 

c *. If the p!s:on version is . 

05 lc 3 - ;d v - *"»*? a r.ov; vc7lc,\ viU as SScO 

V.'C cooslJsr a ctnbili-or W~\1' 1 v ' 2:s ' io ^ li 13 rccoiwraesdsdsha: 

«l*e»™7ofarter t0U:i '"“ thS 
d. .not, lot's no: io. 'c: toc' ,, '-' ft ' / -'co" t u &* •*» * 

cr-jirccrs tte flr«>£ toolSrfaV' ^.'t*”** « >«« 2 
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197.. [Proposed by Chris-Craft] A memo¬ 
randum dated March 31» 1969 entitled "PA-35 Single Engine 
Performance" by H. W. Barnhouse, a Piper test pilot, stated 
as follows: 


ingle engine c!lr;.b evaluation of the PA-35 with the 
Lied in the right hand nacelle has been completed, 
duced 506 SHP with 47" hg manifold pressure at 2650 


TI0-720-B1A engine (S/N L-745X) ir.- 
In the Lycoming test cell this engine 
rpm under sea level conditions. 


glc engine clir.L»s were performed at three gross weight 
h weight was chocked at 5000' density altitude and at 
ssurc indication was about IV hg below the test cell 
HP power loss) and at 10,000' the indication was about 


s, 9750 lb., 9000 lb., and 2200 lb. 
10.00C'. At 5000' the manifold 
indication (equal to approximately 
5" hg below test cell indication. 


ing the climb test the right hand alternator 
psure put p we;. loaded to 10 : . psi. These two 
icipatcd service loads winch must be applied 
the special regulations. 


was loaded to 72 amps and the engine driven 

accessory loads represent the 

during perforriance determination according 


\ rate of climb obtained at 5000' at 9750 lb. gross weight was 127 fpm. 
climb is 155 fpm. An additional 20 E!iP increases the rate of climb by 
refore, when, 520 B;-!? is available wo should meet climb requirements at 
,glit with a slight pad. 


The required rate 
a calculated 50 
9750 lb. gross 


cr the climb testing was finished, a full throttle climb from 3000' through 15,000' 
ified that test cell manifold pressures were not being obtained on the airplane at higher 
itudes. Investigation revealed that the flexible line from the intake manifold to the 
ifold pressure gage had a small hole burned through.it. The line was replaced, fire 
cvcd, and the climb through 15,000' repeated. Manifold pressures were nearer test cell 
ssurcs, out still lagging above 5000'. This leak in the line ray or may not have affecte 
inc power output. Consequently a repeat of the 9750 lb. gross weight d.»ta will be made. 


Co nclus ion: 

The single engine climb rate requirement at 5000' density altitude can be met at 9750 lb 
gross weight with 52 0 Kill*. • • 

With an engine that will hold 520 LHP to its critical altitude, the single engine 
service ccilir.g (50 £pm) wiil'bc over 10,500' density at 9750 lb. gros'> weight ( see 
attached plot). 

Further tests arc under way to chock the effects of the induction leak mentioned above. 
The 5000* rate of clin.b will be verified and the 10,000' rate rc-dctcrnir»cd in order to 
pro,’ ; service ceiling more accurately. , 

v \ 



/ 
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A letter dated April 1, 1969 from R. C. Scott, 
Piper's Assistant Chief Engineer in Vero Beach, to Avco 
Lycoming stated: 


"As discussed on the telephone with Mr. Pfleegor 
today, we are no longer interested in using 
the second engine which was being prepared 
for immediate Flight Test work on the Pocono. 
Since the engine will not deliver a full 520 
rated horsepower, we definitely want to have 
you convert that engine along with the first 
engine to the full 520 horsepower rating. 

It is our understanding that this will be 
accomplished, at least in the first case, by 
approximately mid May." 




I 
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197A. [Proposed by Piper) On April 3, 

1969, Piper sent the following letter to Lycoming 
(attached). 

On April 18, 196!,, Lycoming answered the fore 
going letter as follows (attached) . 
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* OCVCLOPMCNTccntcr 
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... A —J I 
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—-4—i. 


• • • 

Piper Aircraft Corporation 

***' »i 0 Pif Jovcr r*A N A , tr o-„ t , , LtH . 


Vero Beach. Florida a *oco 

(306) H67.4J8I 


« >i *4 t$ | 


. -April 3, 1969 


Mr, Cliff Pflecgor • . *-“• 

Avco-Lycoming .* 

Williamsport, Pennsylvania 17701 * . * •. 

Dear Cliff; ’ *• . . 

•* • .. • • . 

As you arc aware, the rated 520 h o Tio 7 ?n ■' -n • 

To complete o- fc overall planning and 11 bc rcc I u ired for the Pocono. 

information from you, as well as follow-im and/ C U f Sently need the following 
estimates. roliow U P and/or changes in your schedule or 

• I- What i s your, estimated critical altitude? (Maintaining 520 h.pO. 

’ *be e deUvered? XPCCt ° Ur * l and 2 * then . ou f * 3 «"d 4 520 h.p. engines to 

estimate^that^ycomingHwili^neod^the^ircraft^t^ 2, ^ h0W l0nS d ° you 

■ jass £r i f - 

Vero Beach, or Williamsport? 1 altltudc? Can this be done in 

• • - 

Can Harczeli in ki . • * 

if coordinated? ^ s resses bc run in conjunction with your tests 

of our presently designcd'fue^system^ ?- ^ V’ iS a P? roach i"S the limi 
lowered? Is there any chance of either being highf;?‘ C * ^ thC P ' S ' X * be 

C0 “ i : 1Cti ° n ° £ Lh ° ^ r-C Certificate acholic W 

preciated^at^your^arlicst convenience? 6 "' inf ° rniation ™ the above willTe'ap. 

. Sincerely, 

• • 

PIP£ R AIRCRAFT corporation 


WE;bbm 




Ward Evans v 

Design Engineer 
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WILLIAMGPOnT. PENNSYLVANIA I^VOI. TELEPHONE (717) 323-0101 ‘ 


April 18 , 1909 


Piper Aircraft Corporation 
Vero Ocach, Florida 32?50 


ONLY COPY AVAILABLE 


Attention: 


Dear V/aro: 


Mr. Ward Evans < 
Design Encinecr 


520*“TlOrZ Y Tr r CTT ” ° r A ' ,, ' L 3 ’ ' 9<S 5 CONCERN iikT* THC 
HP T 10 - 7 cO, THC rOLLOWING ANSWERS ARC IN THC SAMC ORDER 

AS THC questions v/erc askco: . 

1 . The ESI IMAtCO CRITICAL ALflTUOC POS 520 HPSjTjfjl’fOOb RT^ 

2 ' CC 1-1 VC R Y CATC ROR TOUR RlRST 520 NR ENC.NC I 

i T y° 10 '•O'-LOW 10 OATS LATCR. UUMDCrT HRCC 

VCCK LA ! “ YS Ari “ " U ““* T "° NUUaCR ROUR A ’ 

• VLtK LA ICR• 

3 . VE will uuild am engine for our testing at the same tike 
AS WE OUILD YOUR FIRST ENGINE. |T ,S ESTIMATED THAT TO 

r,:E ,,i “ ruGHT Ti:£T£ > sl;ch as detonation, torsionals. 
][ J 5 Nw SPCfD > and Tailoring the controllers to maintain 

JSSfaMSSj" S" ,eAl ALT,7U0 - «« ARPROXIKATCLV 

To EXPEDITE the program it would BC OCSIRABLC 
TO CONDUCT THIS TESTINS AT WILLIAMSPORT. OESIRASLE 

^ 3 ??i lul !!.‘^ U0MT EL4t ’ :: S7R “ 5CS CAM DC RUM IN COM JUIICT ION ■ 

WITH OUR .EST ANO IN FACT, TIMEWISE, WCL.D BE DESIRACLE. 

AcSO THw KSDXIMITY Of Hap.TZELL TO LYCOMING IS ONE MORE 

Vuuamsport! W0UL0 ° r DCS,RACLE: to co "^ tkf tests at 


T.LS 


bWri. 


Present indications are that the .72 B.S.F.C. with a - 

M.NIMUM OF 30 PS, FUEL DELIVERY PRESSURE W \d REMAI N TH«- " 

SAME UNLESS- YOU FIND YOU CAN COOL TIE ENGINE WITH A LOWER £l> O F 0 , 

BE RMS«.' °°- S WT *" CAR AT TH ' S T ' KC 7BAT vl LL £ 

O kJ t —1C_V_ 


A OIVICION OP AVCO CORPODATION 


• i 

• I 













DATE 
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TaGEM 


.Arxo 


April 18, 19S9 


PiP£ft Aircrvft Corporation 
• Vero Beach, Florida 3296O 


2 . 


Attn: Mr. Y/ard Evans 

Design Engineer ' 


6 . The target date for type cert if 1 cation or T„c engine (fo^oGERl/l?^) / 

!▼ Iq unnrrt vu.eI • " ■ ■ ■ 


««'•« s? u^i'ever? ,r not call us - e = «•*»« 

YOU at ant time you feel ,t “ neces's^?! ~ m V,LL K ot “ > 10 AS5 '» 


Very truly yours. 


AVCO LYCOMING DIVISION 
AVCO CORPORATION 



CAP:,mm , 

Cc: Messrs. F. w. Ridoe.i, l. J. Anderson 


C. a. Ffle'ecor, Manager 
Installation Engineering 


CJc-is.lL 


<3 Cc.vT'f 
N *^. C^'ic^CLL. 


&c$ i 

• fl. (In rtcju£. t 

£>. CAoaz- 
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197B. [Proposed by Piper] A memorandum 
dated April 24, 1969, Subject "NOTES ON LYCOMING MEETING 
ON 4-22-69 WITH THE FOLLOWING PERSONS PRESENT:" from 
W. Burgess, a Piper engineer, to R. Scott included the 
following: 

"PA-35 T10-720 ENGINE INSTALLATION 

•» 

"a, Lycoming indicated they would have to T.C, 
the engine by October 1 in order for us to 
meet our T.C. date. Any engine changes 
should be made known to Lycoming as soon 
as possible. 

"R. Scott indicated T.C. date changes may 
be in order. Will let Lycoming know within 
next month. 

***** 

"d. Discussion of recent problem with the 
latest right engine indicates that oil 
pressure will be improved through larger 
lines. Also a longer oil filter will be 
used. Will check filter clearance. A 
higher capacity pump is available if needed 
and will be decided upon during test cell 
operation of the 520 HP. The heavy oil 
consumption, presently 1-1/2 qts. per hour, 
will be looked into by Lycoming." 




Revised 12/l'l/70 


634 A 




1 98. [Proposed by Chris-Craft] On May 28, 
1969 a report entitled "PA-35 Forecast Marketing/Sales 
Organizations" was submitted to the Piper Corporate Planning 
Committee. The covering memorandum dated May 28, 1969 for 
this report stated as follows: 


The attached report is an analysis and summary 
of the potential for sales of the PA-35 
based on assumptions which appear to be realistic 
in light of the information available. 

"This represents the findings of Market Research 
and h^s been reviewed by both Domestic and 
International Sales. They concur with these 
findings. 

"T e analysis clearly indicates a changing 
market and that our present 9750 pound air¬ 
plane xepresented by piston power is experienc¬ 
ing a decreasing requirement. A larger air¬ 
plane in the 12,500 pouna class which would 
need turbo-prop power will be required to meet 
the raikets. We recommend concentration on 
the development of the turbo-prop version of 
this airplane. 

further recommend a review of priorities 
o: this development in terms of total man 
hours ana calendar time involved as compared 
to the many short range developments started 
but never completed." 


The rer011 stub_*i 


or follows at pave: 1 i^d 2: 


•t has been some time since any complete 
j ev_ew of markets for the PA-35. During this 
time there have been several surveys and 
studies which have added tr, cur information 
and have pointed out definite trends in some 
of the Domestic Markets. For inf.rmnt.icn 
purposes, the following is a list of deta 
sources available. 
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(a) Arthur D. Little Study - 1967 

(b) Marketing Research Survey - 1969 
Pinal Report - MR # 1-69 

(c) International Study - 1968 
Pinal Report - MR #1-68 

(d) FAA Surveys 1966, 1967, 1968 

(e) Flight Magazine Surveys 1967 , 1968 

(f) Sales Organizations 


While the above provides an excellent data 
base, the information must be tempered in 
light of the parameters used in each study. 

!n the Arthur D. Little Study and the Inter¬ 
national Study, responses were based on 
delivery of a piston powered PA-35 sometime in 
1969 at a price of $200,000 'equipped'. 

Equipped' was never defined in detail. 


In .he survey conducted this year, operators 

were not given any information on delivery and 

price and their responses were based on their 

own knowledge of our progress or what they have 

heard from unofficial sources. We have not 

released revised data to the public. In other 

word:-, all tne study responses are based cn 

£uf arn L ters whlch d0 not appear practical at 
this time. 


In this report each market will be analyzed 
based cn the best information available. 

Because of the strong demand for Turboprops, 
there are two forecasts. v v 


1. A forecast of total FA-35 sales 
based on availability 0 f a 
Piston aircraft for customer 
delivery in January, 1971 at no 
more than $225,000 equipped - 
with Turboprop version nvailab 1 e 
in January, 197? a 







636 A 




2. Sales forecast assuming a decision 
to build Turboprops only with 
aircraft available for customer 
delivery January, 1972. 


A section of said report entitled ’’Scheduled 3rd Level- 
Commuter" included the following statement: 


"While the number of scheduled operators 
has continued to show substantial growth, 
most knowledgeable parties have been predicting 
a leveling off or decline in the total. These 
predictions are based on the fact that few, if 
any, operators are making a profit and that 
mergers and combinations would be the natural 
result leading to fewer, larger firms with 
better capitalization and profit potential. 

This trend is already beginning - three mergers 
were announced in April which will reduce 
seven (7) large operators to three - and more 
are expected. 

"If, in fact, the long range trend is to 
fewer large operators, there is little chance 
of much success with a piston powered air¬ 
plane in the over 15 place category. The 
Ax'thur D Little Study indicated 505? of the 
scheduled operators preferred Turbcprops in 
1967 and predicted this percentage would 
increase. Our 1969 study v.’ith 58 large 
ope raters showed a 78 ? preference for Turbo- 
rrops. 

"The character of the market has changed 
during th r * last year. Prior to 1968, most of 
the third level operators expressed a desire 
for freedom to operate anywhere without route 
regulation of any kind. Recently, however, the 
larger operators are asking for route pro¬ 
tection to help protect their investments 
which are considerably larger with turbine equip 
ment. The larger operators are trying to 
establish an airline image and in this regard 
they feel turbine power is most desirable." 

(at page *1) 
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At pages 11 and 12, the memorandum stated: 


( 


"Assuming most of the DeHavllland 
Herons in use today will be replaced, we 
estimate ^0 of the over 15 place recips. 
in 1973 will be PA-35's. Allowing for 
turnover and attrition it is estimated 
that potentially ^5 units could be sold 
into this market 1971-1973. After 
introduction of our Turboprop it is un¬ 
likely that any more piston PA-35's would 
be required in the U.S. Commuter market. 

"The PA-35T coming in 1973 will be very 
competitive (except for pressurization) and 
should be able to capture 25% of the avail¬ 
able market. This indicates a potential 
for 50 to 55 units in new sales. There 
will also be a replacement market for older 
b 99's and Twin Otters which should afford 
a potential for another 30 units. 

"If the piston version were eliminated 
and the Turboprop PA-35 available in 
January, 1972 - it's safe to assume that 
at least some of those who would buy the 
piston version would decide to buy the 
PA-35T since they would have no piston 
alternative. 

"The PA-35T would be competing in a 
n<trkct ..hich will take over ^50 new air¬ 
craft (16-25 seats) between 1970 and 1976. 
There i3 evidence that the PA-35T will be 

competitive in all respects to known 
competition and on this basis should be 
able to capture 25% of the available market. 
This would mean a forecast of Ho PA-35T*s 
wit}: ^hts approach. Replacements v;ould 
add another 20. (emphasis in original) 


A section entitled 


"Location Service 


'I T lir.cs'Litated: 


( 

\ 
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"Local service airlines have shown a 
consistent interest in small aircraft to 
service low density routes. To date, 
Airwest, Frontier and Allegheny Airlines 
have taken positive action; however, we have 
had increasing interest from other local 
service carriers and there is every reason 
to believe that several of them may buy 
small aircraft for this purpose. 

"It is possible that a combination of 
a good sales presentation, full service 
support, and the superior airframe of the 
PA-35 may lead to some sales of piston 
powered equipment to this market. However, 
all of the local service carriers contacted 
thus far have expressed a preference for 
Turboprops and it seems more likely that 
they will move in the direction of Turbo¬ 
props particularly if our piston powered 
version is not available until 1971. 
(emphasis in original) 

"Based on our knowledge to date, we 
must assume that the betting odds are very 
poor that any will buy the piston powered 
PA-35. 


"On the other hand the PA-35T should be 
ideal for this market and we can easily 
predict sales of 15 to 30 aircraft depending 
cn timing." 


A section entitled "Cargo Carriers" stated as follows: 


"This is an area where we do not have 
enough information to make a reasonably 
accurate evaluation of the market potential. 

We know that several cargo carriers have 
visited Vero Beach and discussed the PA-35 
ana have expressed interest in the airframe. 

The useful load which we are able to project 
right now for the piston powered version makes 
it a very doubtful item while the Turboprop 
version, with a substantially greater useful 
load should be ideal for cargo work. On this 
basis, with little information to work on, 
we can merely make an, estimate that we may 
sell possibly as many as 10 piston powered 
aircraft into this market hut that the potential 
for the Turboprop would be greater." (at page 13) 
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A section entitled "Corporate" read as follows: 


"This is another area where we do not 
have very much information; however, there have 
been some parties expressing interest in the 
PA-35 because of cabin size. In this market, 
useful load would not be a problem, however, the 
piston powered PA-35 does not seem to be the 
kind of aircraft which would fit a normal 
corporate image except in those situations 
where a corporation has large numbers of people 
to transport over relatively short distances. 

"With the availability of pressurization 
in the Metro and Jetstream, it is likely that 
the demand for a large unpressurized airplane, 
will decrease. There appears to be limited 
potential in the market." (at page 13) 


A section entitled "Review of PA-35 Potential - International" 
included the following statement: 


"In 1968 the Marketing Research Department 
conducted a study of International operators to 
develop Information on the potential for the 
PA-35. In most of the areas. Regional and 
Distri at Managers were asked to conduct personal 
interviews with 15 to 20 of the key operators 
in their area. They were provided with prepared 
questionnaires and Instructed in the techniques 
of conducting the interview. Additionally, 
Nyge-Aero and C.S.E. were asked to do the same 
in*their areas in as much as it was difficult 
to got someone into their area for that purpose. 

"Again the parameters of the study were 
such that the information is now questionable. 

In order to make the information compatible 
with the Arthur D. Little Study, a delivery date 
of 1969 was used and a price of $200,000 
equipped for the piston version. The forecast 
period was to cover 1969 thru Based on the 

results of the study which were inconclusive in 
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some of the areas, we made an estimate that 
there was a market for 120 aircraft or a probable 
*40 per year from 1970-1972, However, a 
great majority of the operators contacted 
indicated that timing was a very critical factor 
in their purchase decision and there is little 
question that some of these have already committed 
to other aircraft or will commit before we can 
get our airplane to market. Additionally, 
nearly *40? of the operators indicated they 
would prefer Turboprop power as opposed to 
Piston power on the PA-35- Nevertheless, they 
did indicate some interest in the Piston version." 
(at page HO 


• « « 

"With this limited information, forecasting 
the international markets is difficult, however, 
it is safe to assume that the trend toward 
Turboprops will probably continue to increase 
as it has in this country. The potential has 
been discussed with the sales organization and 
based on the knowledge at hand, we feel there 
is a potential market for the PA-35 of perhaps 
65 piston powered airplanes and 100 turbine 
powered based on the schedule assume in fore¬ 
cast #1. If we were to drop the piston 
version and produce only the Turboprop, it's 
probable we would sell more total airplanes 
and would have a market for about 200 with sales 
volume running about 440 per year." (at page 16) 


4 


I 
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J-yy. [Proposed by Chris-Craft] A hand¬ 
written memorandum dated June 13, 1969 from Ward Evans, a Piper 
design engineer at Vero Beach, Includes the following 
statement: 


"Since installation of TIO-720 S/N 
L-745X in March, oil consumption has 
increased to over 2qts/hr, and flight test 
data indicates a performance deterioration. 

We think this is from a power loss, but 
all performance data substantiation could 
only be verified by Lycoming installing 
this engine Ajs Is (no plug change, timing, 
etc.) in a test cell, and giving us 
positive verification of results. 

» « « 

"This is similar (some items deleted) to 
their previous runs #243 & 248, on Mar. 4, 
1969, on this engine. We also would like a 
report on tear-down defects noted. 

"Think Lyc. should be advised of this 
request ASAP so they can schedule test cell 
without interfering with our #2." 


A copy of the aforesaid memorandum dated June 13, 
19by contain" the additiona handwritten note: 


"Everett, 

Our management should get on top of 
this both by telephone & letter before 
Lyc has their schedule firm on the 
returned engine." 
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200. [Proposed by Chris-Craft] Bangor Punta's 
preliminary prospectus dated May 29, 1969 and final prospectus 
dated July 18, 1969 , under "Reseerch and Development” stated: 


"* * * The Pocono, an 18-place commuter 
airliner, is a major project currently 
in the development program.” 

Neither prospectus contained any additional statements 
concerning the Pocono. 


Under the May 8 , 1969 agreement described in 
Finding 66 , the Piper family agreed to: 


* * * cooperate with Eangor Punta in making 
the Exchange Offer and obtaining any govern¬ 
mental approval appropriate in connection 
with the making of the Exchange Offer and 
in connection with the issuance of the Bangor 
Punta securities issuable as part of such 
offer. ...” 

» » 1 

"» * * Sellers will Indemnify and hold harm¬ 
less Bangor Punta, each of its directors, 
each of its officers and each person, if any, 
who^-cntrols Bangor Punta within the meaning 
°I Section 15 of the Securities Act of 
19 '3 against any losses, claims, damages or 
liabilities (and actions in respect thereof) 
to which Bangor Punta or any such director, 
officer or controlling person may become 
subject under the Securities Act of 1933 or 
otherwise by reason of any untrue statement 
alleged untrue statement of anj material 
fact contained in any such Registration 
Statement, the Prospectus, any related 
preliminary prospectus or any amendment or 


t 
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supplement thereto, or by reason of the 
omission or alleged omission therefrom of 
a material fact required to be stated 
therein or necessary to make the statements 
therein not misleading, in each case to the 
extent, but only to the extent, that such 
untrue statement or alleged untrue state¬ 
ment or omission or alleged omission was 
made in reliance upon and in conformity with 
written information furnished to Bangor 
Punta by or on behalf of Sellers or Piper 
specifically for use therein; and Sellers 
will reimburse any legal or other expenses 
reasonably incurred by Bangor Punta or any 
such director, officer or controlling person 
in connection with investigating or defending 
any such loss, claim, damage, liability or 
action; provided, however, that Sellers shall 
not have any such liability to the extent 
that ar.y such loss, claim, damage or liability 
arises out of or is based upon the use by 
Banger Punta of any preliminary prospectus 
after a final Prospectus shall be available 
for use or the use by Bangor Punta of any 
Prospectus not reflecting an amendment or 
supplement thereto after the Prospectus 
reflecting such amendment or supplement 
becomes available for use by Bangor Punta." 


Chris-Craft's final prospectus dated July 24, 1969 
contained the same statement as the Bangor Punta prospectus 
quoted above. At page 33 of the Chris-Craft final prospectus 
it staled: 


HISTORY, BUSINESS AND PROPERTY OF PIPER 

Chris-Craft lias requested information from Piper for use in connection with this Prospectus, but 
Piper has not supplied anv information pursuant to such request. Two directors of Chris-Craft have 
been elected to the I’ijri Hoard of Directors. The information and financial material relating to 
iper in tins Pr.»s|Kctiis was taken from the Bangor Punta prosjicctus dated July 18, 1969, and 
purporting to I* furnished hy I’ijK-r for inclusion therein. If should he noted that the Securities and 
Exchange Commission dues not approve or disapprove or pass uik.ii the accuracy or adequacy of Mich 
information. Chris-Craft is not aware of any inaccuracy in or incompleteness of the information con¬ 
cerning Pij<T or its industry contained herein; however, Chris-Craft cannot take responsibility for-the 
accuracy or completeness of such information or the fact that no events, unknown to Chris-Craft, have 
occurred which would affect the significance or accuracy of such information. The decision oi Piper’s 
stockholders in determining whether or not to accept the Exchange Offer must be made without the 
benefit of information which may l*c material in making such decision. 
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Chris-Craft»s prospectus dated May 
19, 1969 stated as follows regarding the Pocono: 

* * * The Pocono, Piper's commuter airplane, 

rtivfi haS b f en „ a ma «Jor project as has been the 
development of additional new models to be 
Introduced further in the future. The Pocono 
will serve as an intermediate sized cargo 
plane as well as a small airliner and cor¬ 
porate plane, and Piper has stated that it shows 
P™" 1 ^ giving Piper a good position In a 

Sh wll? Lrt eVel0pi ? E segment ° f the market, 
which will add new volume and not merely 

0 5 e 4 ."’ odel group with another. Pene¬ 
tration of the market is expected to strengthen 
for flS? 1 organization and open the door g 

avlatlon h market?"° eS lnt ° the Smaller « eneral 

Praoeding Its description of Piper, Chrls-Craft 
atated at page 33 of Its prospectus: 


HISTORY, BUSINESS AND PROPERTY OF PIPER 

.. G ; ri ‘* C ' lft ha * r ^ l,cs,c<1 information from Pijicr for use in connection with this Prospectus but 
; ; -r has not supplied anv intimation pursuant to such revest. Two director* of Chris-Craft have 
civetir to the I iper Boaro ot Directors. The inforimtion and financial material relating to Piper 
redeems arc based on information released publicly by Piper or filed by it with various public 
- ,.V>. ..lien agencies do not approve or disapprove or pass upon the accuracy or adequacy of such 
•r.sation Consequent')*, Cl.r s-Cratt cannot take rcsixmsil.ility for the information concerning Piper 

* co, » a, " cd '» * l,c Prospectus or its accuracy or complctcno. s or the fact that no events 

• wn to Chris-Crait, have occurred which would affect the significance or acci.-acy of -ich information' 
••...* on ot 1 1 per s stockholders in determining whether or not to accent the Exchange Offer must be 

* v.::.-,.at the benefit of information which may lie material in making such decision. Among l | ic 

• ••••io:i missing regarding Piper is a current description of its business, properties and products 

relative contributions to sales and profits and the nature ot Piper's competition. 

■i ; .c information set forth below under the subheading “History" has been taken from Piper's 

"ySJrf M “ y i 4 ' 1960 ' and al1 0,I,cr infor mation under this heading has been derived from 
'• 1 *-'bS Annual Report to Stockholders. 


V 
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200 y. [Proposed by Piper] A Piper memoran 
dum dated June' 26, 1969, Subject "STATUS REPORT - 
PA-35" from R. H, Laber.. a Pocono project engineer in 
Vero Beach, to R. Scott, Assistant Chief Engineer, in 
eluded the following: 

"I. The following status report is based on a 
comprehensive investigation of the over¬ 
all PA-35 program as well as a study in 
detail in the known troublesome areas. 

"In order to expedite the program, various 
types of drawing releases have been used. 
The first releases are *R & D Only', then 
'Reference' to allow .Methods to study the 
major assemblies, then 'Advance to Methods' 
at which time the drawings were partially 
methodized and major tools planned and 
ordered and finally 'Production Releases'. 
Therefore, by the time Production drawing 
releases occur, much of the major tooling 
is manufactured. 

***** 

"F • POWERPLANT - The major design/drafting time 
remaining on the powerplant concerns the 
engine build-up and installation drawings. 
There are miscellaneous changes expected 
as a result of the tapered wing, re¬ 
routing of engine controls, etc. 

" Design - Close to complete in most areas. 
***** 

"5. Engines 

E-l ~ Have one 520 HP in honsa and 2nd 
one due in a week. These two engines will 
not be capable of receiving an air con¬ 
ditioning compressor. Mew crankcase 
castings are required for that. 



A 



" E-O - These engines arc due August 25 and 
September 1. However, if we require an 
air ’conditioner mounting pad, there will 
probably be 1 to 2 months delay." 



• 2 
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* 201, [Proposed by Chris-Craft] On July 29 

1969. Piper, through Its Vero Beach Plant, Issued 
temporary stop work orders to the following suppliers 
of equipment for the Pocono: Ozone Aircraft Systems, Inc. 
(supplier of nose and main landing gear, rotary actuators 
and flap cylinders) and Romec Division of Lear Siegler, 
Inc. (suppliers of a power pak). 
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202.. [Proposed by Chris-Craft] A letter 
dated August 1, 19^9 from Avco Lycoming to Mr. R. Scott, 
Piper's Assistant Chief Engineer in Vero Beach, stated, 
in part, as follows: 


We have studied the TIO-720 engine as to 
performance, weight, and availability of 
prototype engines as requested in our 
fleeting at Vero Beach, July 22 and 23, 

1969 and have come to the following 
conclusions: 

1) , It is inadvisable to rate this engine at 
520 H.P. normal rating. 

2) It is possible to rate it at 520 H.P. 

, for emergency single engine operation 

b y type testing at 520 H.P. normal 
rating. 

3) It is possible to rate it at 520 H.P. 
take-off for 1 , 2 , 3 , or 5 minutes. • • • 
From our past experience, we have no 
reason to believe the engine will not 
stand this test but in order to dispel 
all fears, we feel it should be 
accomplished. This would require type 
testing at 520 H.P. normal rated power. 

J») In conjunction with Item 3 , we would propose 
that the normal rating of the engine in 
the aircraft be changed to 470 H.P. for 
normal climb and is a basis for cruise 
powers. 


* » • 

Engines to the configurations indicated in 
Items 3, 4, and 5 could be provided in six 
months after go ahead from Piper. 

Our confidence in rating the engine in accord¬ 
ance with Items 3, 4, and 5 is such that we 
have no doubts we can provide an engine of 
1000 H.P. TBO. Only experience would tell 
us if we could go higher." 
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20^* [Proposed by Chrls-Craft] The Pocono 
project was formally abandoned by Piper during August 1969 
at the request of Bangor Punta. The Lakeland plant, 95* 
completed by September 30, 1969, has remained idle. In the 
period 1965-1969 Piper Incurred development expenses related 

1 s * 

to the Pocono of $ which were currently charged In ' f 

/ 

the years Incurred. In addition, a reserve of $ 

• i, 

was set up to cover potential cumulative charges. 
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Revised 12/18/70 

205. [Proposed by Chris-Craft] The Piper 
PA-30 Twin Comanche aircraft ("Twin Comanche") was intro¬ 
duced to the Piper line in 1963. The Twin Comanche was 
developed by modification of the single engine Comanche, 
was priced below all competitive twin engine aircraft and 
by January 1966 outsold all other twin-engine aircraft on 
the market. From 1963 through 1969 Piper sold approximately 
if930 Twin Comar.cb^s, representing over 10% -f Piper's • 
total dollar sales for the period lj ‘l through 1969.. The 

annual reports did not specify the dollar sales for the Twin ./ 

* . ' * .. " 

Comanche, either annually or cumulatively, except as set-: 
forth in the 1964 and 1965 annual reports quoted in Findings 
216 and 217. 
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206. [Proposed by Chris-Craft] A report 
[Chris-Craft Exhibit 69 ] prepared by F. Strickland, a Piper 
engineer, on or about March 19, 1962, stated: 

at page 4 

" PURPOSE : 

The purpose of this report was to 
show the results of the preliminary 
flight test work on the PA-30 and to 
point out the major items of CAR 
non-compliance of the airplane.” 

at page 12, reporting ”the test pilot's personal 

views of the airplane” 

"PA-30 INITIAL TYPE INSPECTION STUDY 

The following is a list of ground and 
flight checked items which are considered 
of such importance as to constitute non- 
compliance with the CAR/CAM provisions. 

A. Flight Section of the Flight Test Report 

2. It is impossible to hold the air¬ 
plane within the roll and yaw limits of 
15° by normal control use. In most 
configurations it is impossible to produce 
, and correct roll and yaw by unreversed 

use of controls, until the airplane pitches. 

• • • 

5. Critical engine inoperative, 
power-on stalls could not be investigated 
because the left yaw could not be stopped 
with full right rudder." [Chris-Craft Exhibit 
# 693 
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• 206A. [Proposed by Piper] The report 
referred to in Finding 206 was a report of a flight tes 
on a basic PA-2*. (single-engine Comanche) airframe, NpSoS? 
with two engines installed. Said aircraft did not have 
the configuration used on the final aircraft known as the 
PA-30 Twin Comanche, N70G0Y, and certified by the FAA in 
early 1963. . 
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207. [Proposed by Chris-Craft] In a Statement 

of Conformity of the Civil Aeronautics Administration ("CAA")* 

dated February 5, 1963, the Twin Comanche was certified to 

have been manufactured in conformity with the type design 

data forming the basis for the type certificate for the 

PA-30 with the exception of: 

"Test equipment necessary for conducting 
FAA flight tests. 

"Minor non-conformities which do not 
affect the airworthiness of the aircraft." 

The aforesaid Statement of Conformity was signed by J. W. 
McNary, Assistant Chief Engineer of Piper Aircraft Corpora¬ 
tion. Mr. McNary, who was in charge of the Twin Comanche 
project at Piper, was also the CAA-designated manufacturer's 
certification representative at Piper, in which capacity he 
signed the Statement of Conformity for the Twin Comanche. 

Prior to issuing a Certificate of Compliance for the Twin 
Comanche, the FAA participated in the test program, reviewed 
,the work referred to in the Type Inspection Report and flew 
the airplane. Based on the foregoing the CAA issued a 
Certificate of Compliance for the Twin Comanche in early 1963. 


* The CAA was the predecessor agency of the Federal 
Aviation Agency (the "FAA"). 


% 
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208. [Proposed by Chrls-Craft] The Type 
Inspection Report for the PA-30 includes the attached reports 
covering flight characteristics of PA-30 number N7000Y 
determined for the conditions stated in the respective 
reports and based on flight tests conducted on November 
27, 1962. 



./ jCtiom v . mwn .i ttc ou . xi.njrS : 

» 


. 666 A* No v. 27, 1962 PA-50 N7COCY 

' . ' - " V'■' ' K. 


' E, Fli ght ^^i- ae U:'l?U ca: ',i,. 1 ' 

tk 2. ti s t Kcnrw.n-d C .G. Ccnditif.i at Maximum 7-0. Weig ht: . • * . 

r . . .-: 7 7 . • •. 

3.J.P0 s* rower On Stall Characteristics : . • 

- 3 . 120 - 1 . . .. j • • 

3.120-2 . (1) Conditions t ’ . 

'• (a) U p 5000 F t. (b) PA Y T 

. . • • 

(o) Engines at 2°S)0 in.Ug. gi> - 2 R PH 

•—nu; , . ' 

•. f Power setting for airplanes over <3000 lb*, should not be less 

. then that required to show compliance with normal climb require- 

• aents (C;ji 3.05(a)). or with 90^ M.C. power for airplanes 6CCS lbs. 

or less. * B 85 L 67.* 


Cear retracted Ccar extended 
Flaps retracted handing flaps 

27 • 


(2) Trim speed l.SYsl 

• • • 

(mfh-ias) 

(3) Trim speed 1.5V*x J 

• (MPH-CAS) 

,(d) Frior to stall is speed reduoed 

at rate not greater 

than 1 KF1I per second? ! 

• • 



Yes x Vj£ 



Yes 


(5) Speed at vhich l IWI/3EC. first obtained (MFH-IAS)]- 


(O) Stall speed 
~(* 7j*~St a ll*~s pc cd ~ 

(0) Is stall limited by control stop? 

IE Maxi mm roll_ 

(10 ) fit x ir.un yaw 

( 11) ~irar.iiiCM pitch below level 
(1?) Altitude lost • 


1 13) Kaxir.vn IAS during recovery 
[ 1 a ) Maximum CAS dur ing* recovery _ 


(16) Controllability 

(a) Longitudinal: 

. t . • • , 

( V ' 

(b) Lateral: 

j ;• . 

• (c) Directions!: 


_frPll-JAS) |_6l_|_57_j' 

(mp'ihcas )* |_ 61 _| 57 _5 

_ | Ko xxretx j Ka j 

(degree s)| 1 0_ 1 12-1 5 ■ l 

_ deg rees )) 1 5 .' 15-10 _•: 

’degrees)! 10 8 - 

■@J *50 ~j ICO :• 

• kphT" 

(MT‘H ) ( 


n during recovery 


(C) 

Cood 

. . 1 ! - ‘ . 

1 . 

I 

! 

i • 

Fair 

' . yf ■ 


; 1 * f<. 

i v ■ :■ * 


*. L 71 — B t >5 

Poor Unsatisf setorv 


j V 


• Difference in altitude as measured on sensillvo altimeter from moment airplane 
... / pitohes to altitude at which horizontal flight is regained. • 


I ; * n - Buffot Karnlnc - MPK 
j 1. Stoll V.'amin- •- IAS 


.r.VM-vv rr, H ..j 


.e I * **• 

Irril'lHt P.JItl. - * ✓ 


«#A 














S'r> ^ * 


j” 


* plit'.hw JO-ht', 

. 66? A hov. 27, 1962 pA-^o 


.5w v. 1 »;J »fLMi.s ou/j.iti;.S : 




t Clij'V.'.c tcr} r^li_c r : 

, • 2 , |!osV Ilc.'.nfjrJ C. ■ C*o; ul 1 i >cn a * x 1 m o:a l.O.. 

•*,i .. ^7 ~rovoi- 0^'s't^.11 Clory-c tori .-.tie r.: (conlinued) 




(1V) For airplanes with independently controlled bank antf yaw 
control, is it possible to produce and to correct roll 
■ and yav by unreversed uso of aileron and rudder controls 
up to tine aii'planc pitches?.... „ * es 


. r >*A 


(10) For 2 control airplanes, is it possible to produco and 
to correct roll by unreversed use of the rolling control 
without produoing excessive yaw up to time airplane 
pitches?....*...... NA ..XKKXJgOC 


r ” ’ (19) Is buffeting violent at the stall?.... 

/ 'A'; . . .• . , • . : T. . 

‘ ; * * (If "yes*, doscribo under *R2IAK:\S") • 

• • i ' * • .. ... 

.* .. ( 20 ) Does a clear and distlnotive stall warning begin between 

V v- 5 and 10 n.p.h. above stalling and continue until atoll 

' ooours?...... 

.. ;• ; ;•••'•. •••*• • • . .. •; 

» ( 21 ) During recovery: . \ v .*. * • • 

) r ~-... .. *..•-• • ••••. I. 

(») is it possible to prevent wore-than 15* roll or yaw 
. •'i-J. *• 'by normal oontrol use?. 


No Yecx 


W^;l*x Yes 


• | v . 


• / • 

I • 


(j .. • • (b) If loss of altitudo is over 100 feet, is this infor- 

• nation in tho AIM, on a placard, or listing?. •• NA 




(o) If pitch is over 30* below level, is this information 

• in the ATM, on a placard, or listing?. NA Xfc&xxlliix 


• * • ? # . 

«•. » : • * 

: /• i ': • • 

•>‘r; 

4 • • 

•. • • 1 


(22) Is buffeting at any speed pbove the stall severe enough 
to interfere with the satisfactory control of the 
.• airplane or cuase structural damage or excessive fatiguo 
• to tbo crew?..J.. No 

• i / : • • • . 


. *cct. V K (17) 


RI; lAJtKS , 

.• I 


r a 

; 1 - 


• rudde r z. t stall g ea r and f]aps extended. 


• i V'r ' 

I ! * ; »:••• 

. 1.1 


I • 


I 




I 





















.srCVIOM V . HAr.’H.I Kfl OUAl.lVJrS : 

E. _ night C haracte ristic?: 

. 2. . Host Kc.rrw.Td C.C.. Condition at Maximum T.O. ’.’eight : (continued) 

•3.121 r. .Stall Characters sties from Excessive Climb Attitude • 

.3.121-1 * ..... . 

{3~5). # (l) Conditions • ..!■• - .’ -r • . 

. * t ' ' • . •• •.'• . 

■ . • . (a) U p 6500 ft. ; . 

(b) OA T ^ " f . • • * 

(o) Engines at 23.5 l n.H*. 2650 R TH 

. Power used, if any, to achieve the c.rltical "excessive clir.a cr 
nose high attitude". • * 
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• 1 ‘ • • •. / 

• 

Geer Retracted 

flaps Retracted 

n — •" • • f 

V V> M w.V vC..«.Ww 

Landing Flips? 
2 7 . 1 

• 

Power 

•On 


Paves* 

On 

Power j 

err 1 

(2) Trio speed approximately 1.5V s i ■ ^ 

.109 

109 

100 

i 

(3) Trim speed approximately 1. 5V*i : 

1 (MPK-CAS) 

109 

109 

ioo 

1 

luo 1 

(<) Approx, climb attitude to horizontal (degrees) 

(Should be as high as pruoticable) 

50-35 

20 

>0725 

! 

or. . ! 
25 ; 

( 5 ) Date of appro 0 oh (last 20 mph) • (MPiI/s£C) 

(Should be as high as practicable) 

5-5 

5-5 

5-5 

i 

5-5 ; 

(6) Stall speed . . . (KPil-lAS) 

58 

08 

5? 

53 ! 

(V) Stall speed (MKl-CAS) 

58 

63.5 

52 

s 

P Cj 

(0) Maximum roll (degrees) 

5 

0-5 

20 


(9) Maximum yaw .; (degrees) 

5 

0-5 

on 

0-5 ! 

(10) Maximum pitch below level j (degrees) 

■ 

15 

_5o 

20 25 1 

(11) Altitude lost •• (feet) 

250 

I'.OO 

220 : V. 5 

(12) Maximum IAS during rccovciy ' 1 (MPH) 

110 

105 

105 

55 

(13) Ma::ii:uu CAS during recovery (MPH) 

110 

105 

105 

55 i 

(!'•) Maximum acceleration during recovery (c) 

2 


?. I 

2 ! 


• Sco Section VS3a(9) for one engine inoperative novel* on stalls 

’ J I *4 


"Difference in alt! .adc as measured or. sensitivo altir. 
to altitude at which horizontal flight is regained. • 

.1 ’ . 

• * . • • . . 1 


eter fror. noxcr.t airplane pitches 


I 


-r n ” : « | • 


U 



101 








',w >l 

'(JPf'i' 


Nov. S>y, lyo2 ?A 


... i 


g3gnwj.. Kgl•,;;;;; aiaLITlKSi 6l69 A • . 

• ■ * • • . • 

' * £•. plight o ... 5ticf. ? * . ! • . . ^ 

C.C. Condition at Maxima; T.O. Weig ht: 

. . ‘ *. r. tai CN.M-aclcrif-Uca Prom Kxccsslvc Cllr.b Attitude : (continued} 

’ (l!>) Controllability Cood fair Poor Unsatisfactory 

r ' *: i V 

(a) longitudinal: • s . 

• (b) Lateral: v* 

• . 

. (o) Directional: , ^ ._ •. 

(16) !• buffeting violent at the stall?.... . Ko ICerc 

t •' (17) Arc the recovery speeds greator than Mu?... Ko Xcr: 




(10) Arc the recovery maxinun accelerations greater than the 
limit positive maneuvering load faotor for vhich the 
• airplano was designed?..... .. 


No aesre 


(19) Describe stall warning and buffcting:_ . * - 

I • • • . 

• -The, stall wamln .r-J)eglns ~ith * f Anti n . 

• • * * . * • • • 

buffeting approximately 10-15 MPH. before 
•' * .• . | 

the stall Increasing In Intensity as the 
•stall is approached. • ' . 

The buffet Is quite heavy at the stall. 


1 '• 

1'.• . ’ 
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209. [Proposed by Chris-Crp.ftJ Piper’s 1963 
Annual Report sent to Piper’s shareholders, the SEC and the 
NYSE during January 1964 stated at pages 7 and 8: 

"The latest of Piper's fine twin engine 
models is the 4 place Twin Comanche. At 
*33,900 in the standard configuration, the 
Twin Comanche is priced more than $5,000 
below its closest major competitor and 
*15,000 below any airplane close to it in 
performance. The Twin Comanche is powered 
by two fuel injected 160 HP engines, and 
cruises at almost 200 MPH with a range of 
well over 1,000 miles. It could very well 
prove to be the finest and most efficient 
twin engine airplane of its class ever 
produced in this country." 
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210. [Proposed by Chrls-C»aft3 A telegram 
dated September 2, 196 ^ from P. A. Gibson, Chief* Engineering 
and Manufacturing Branch, Plight Standards Division, Pederal 
Aviation Agency - Eastern Region, to Piper (Attention 
Mr. MeNary), stated: 


’ •• . 

4 


* ,* ’ • •# 


e 

* • • • • • 


• • 


f % 
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LUO07 Nl PD EAST N0RTHP0RT NY SZ? 2 

PIPER AIRCRAFT CO*(SENDER AAITXNC REPLY) , 

ATTN VILLI Ail NCNAF.Y LOCK HAVEN PENN L. * 

REFZr.ING TO YOUR AUGUST 20 LETTER OUR REQUEST TO . * 

• • • . * 

. CONDUCT ADDITIONAL PRODUCTION PA-30 FLIGHT TESTS WfS 

# e • • 

MADE IN THE INTEREST OF SAFETY* CONSIDERING THE NUMBER* ' 

OF PA-30 ACCIDENTS AND UNFAVORABLE CHARACTERISTICS 

REPORTS WE WERE ESPECIALLY ANCIOUS TO OBTAIN OPINIONS . 

* . % • • 

FROM SEVERAL PILOTS, BECAUSE OF THE URGENCY OF THIS • 

• • • e . 

HATTER AND YCUR REFUSAL TO COOPERATE WITH US WE 

• • •• ••• . • #•••••* 

. * • • *• r e I 

CONDUCTED TESTS IN A RENTED AIRCRAFT UTILIZING THREE* • 

f .• • 

. • EASTERN REGION FAA FLIGHT TEST PILOTS THEIR UNANIMOUS 

. *• ’ I • 

FINDINGS IS THAT THE PIPER PA-30 DOES NOT COMPLY WITH. 

. I • . * . • • .•*'* 

SECTION 3,120 OF THE CIVIL AIR REGULATIONS PART THREE 

.. '**••* • * .. *■'**; 

THEREFORE WE ARE FORMING A MULTIPLE OPINION BOARD 70 

• EVALUATE AT YOUR FACILITY THE PA-30 FLICHT 

•' . 

•CHARACTERISTICS AND REQUEST THAT YOU MAKE AVAILABLE * 

*• ’ . • ■ . * # • r * * 

• 'ONE PRODUCTION AIRCRAFT AND ONE AIRCRAFT EQUI'PT TO •. 

CONDUCT SPIN TESTS PLEASE ADVISE US BY RETURN WIRE IF 

YOU INTEND TO KONCR THIS REQUEST*AND IF*S0 WHEN THE » . .* 

• •• •* * # •**. •• • # # 

AIRCRAFT WILL RE AVAILABLE . 4 . ••*’ *. 

/ . • * • •. „• 

? A CISXXX CI3S0N CHIEF ENGINEERING AND MFC BRANCH FEDERAL AVN ACCY* 

* ‘ 4* j • . * * • ♦ 

C43A EDT • * • . * [Chflo-Craft: Exhibit f 733 . •** 

• • • • • • • * 
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211. [Proposed by Chris-Craft] A further 

telegram from Mr. Gibson to Piper dated September 11, 1964 
statedt 

™„? ULTIPLE EXPERT OPINION TEAM HAS FOUN r 
THE PIPER MODEL PA-30 AIRCRAFT TO BE NOT IN 
COMPLIANCE WITH CAR 3.120(c) AND 3 

*** EXCEPTI ONAL DEGREE OF SKILL AND 
ALERTNESS IS REQUIRED TO PREVENT MORE THAN 
* DEGREE ROLL DURING RECOVERY FROM A POWER-ON 
STALL WITH FLAPS EXTENDED, AND IN THAT THE 
LATERAL STABILITY IS NEGATIVE AT 1.2^ 

WITH THE FLAPS EXTENDED. YOU WILL BE FURNISHED 
A WRITTEN REPORT OF THE TEAM FINDINGS IN 
ACCORDANCE WITH FSP 8110.1. YOU ARE REOUESTffn 

WI ™ INF0RMATI0N necessary 
r.Snr,™ T ISSUANCE 0F ^ airworthiness directive 

CORRiCUNG THE NON-COMPLIANCES. YOU ARE INVITED 

™ THIS 0PPICE A NOTICE TO M SECT ' 

10 ALL PA-30 OWNERS ALERTING THEM TO 

WHICH SHOULD BE AVOIDED PENDING THE ACCOMPr T«?WMPW»r . 
BE TOUR Sh 5.J^ OT r 

t?h“^c™aft T L D hIbit 3 » P 7” R T ° SEPT - 15 -' 








M~ *• 

211A. [Proposed by Piper} A later telegram 
from Mr. Gibson to Piper (Attention Mr. McNary) dated 
October 7, 196 1 * stated: 


UU001 PD VUX JFK I MU AIRPORT NY OCT 7 537P EDT . 

•PIPER AIRCRAFT CORP, ATTN J W MCNARY . 

. loo: haven PENN . 

PLEASE RETURN OUR SEPTEMBER 11 MESSAGE REGARDING PA-30 
STALLsTaND STABILITY. WE WILL ADVISE YOU OF ANY FURTHER 

NECESSARY action after we have received clarifying/ 

INFORMATION FROM OUR WASHINGTON OFFICE 
P A GIBSON EA-210 072000 FAA FED BLDG JFK INTL ARPT 

U PA-30 EA-210 072000 1 . S21A EDT . % *. ' ’• 

• • , • 

. * ' 

• . * . 

. * • • . • . . . • ■ 

# . 

• * . 
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212. [Proposed by Chris-Craft] A flight test 
data sheet dated September 15» 196^ from the files of Piper 
stated "Purpose: to see if average pilot can perform 
power on stalls and stay within PAA limits", and except 
for data with respect to fuel, gross weight, center of 
gravity and configuration, stated: 


"Two ’average' pilots were selected. # 1 Paul 
Everley. 4 clean and H dirty power on stalls 
were completed and all were very good and 
within tolerance, (15° or less roll & 15° 
or less yaw). However, it was noteu that 
50 lbs additional required ballast was 
under the co-pilot seat rather than the 
pilot seat where it belonged. This ballast 
was changed over to the pilot seat during 
flight and the dirty power on stalls tried 
again. 6 were tried and none were within 
tolerance. # 2 pilot Perb Micholes only 
managed 2 out of 15 tries." [Chris-Craft Exhibit 
# 763 


f 


1 




I 

I 
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212A. [Proposed by Piper] As stated by the 

FAA in the letter quoted in Finding 213 , compliance of 

• • •* 

the aircraft with the Civil Air Regulations may be 
demonstrated for the maneuvers described in Finding 212 
by a pilot utilizing an exceptional degree of skill, 
alertness or strength.* '* . 
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213, * [proposed by Chris-Craitj In a letter 
dated December 28, 1964 from Mr. Gibson to Piper (Attention 
Mr. McNary), the following was included: 


This is in reference to our September 11, 196^, 
telegram, which reported the findings of a 
Federal Aviation Agency multiple expert opinion 
team regarding flight characteristics of the 
Piper Model PA-30 aircraft. Our telegram was 
nullified during my September 15 telephone 
conversation with your Mr. McNary _ because of 
the need for an interpretation of regulations 
upon which the team findings were based. 

"We have received information from our Washing¬ 
ton headquarters which indicates that compliance 
with the requirements of Civil Air- Regulations 
Pa^t 3, paragraph 3*120 'e), may be demonstrated 
by a pilot utilizing ar exceptional degree of 
skill, alertness, or scrength. The team's 
finding of non-compliance with Paragraph 3.120(e) 
was, therefore, not in accord with the intent 
of the regulation and cannot be considered 
valid. 

"Although PA-30 compliance with 3.120(e) can 
be shown by an exceptionally skillful and 
alert pilot, we cannot ignore the fact that 
several instances of inadvertent spinning from 
practice stalls have been reported, usually 
by pilots who were relatively inexperienced 
in the PA-30. Paragraph 3-735 of Part 3 
requires that information necessary for safe 
operation of an aircraft be made available to 
the crew. We are of the opinion that an 
operating limitation could be imposed (such as 
a prohibition against practice stalls in a 
climbing attitude, or above certain power 
settings) which would provide a level of 
safety for the PA-30 pilot consistent with his 
skill level. This kind of limitation would 
be similar to the restriction against spinning 
normal category aircraft even though the air¬ 
craft may have been required to meet spin 
requirements during type certification testing. 
Your comments are requested." [Chris-Craft 
Exhibit # 75] 
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; 216. [Proposed by Chris-Craft] Piper's 196*1 

Annual Report sent to Piper's shareholders, the SEC and the 
NYSE during January 1965 stated at pages 6 and 7: 


"The most important contribution to the 
increase in Piper sales in 196*1 was made by 
the Twin Comanche, a new addition to the pro¬ 
duct line, which was developed late in the 
1963 fiscal year. Production and deliveries 
throughout the year held steady at 2 Twin 
Comanches daily, and increased the dollar 
volume by approximately $10,700,000, while 
reducing the sales of Apache 235' s and 
Comanche 250's only to a much lesser extent. 
The Twin Comanche is approximately $6,000 
lower in price than its nearest competitor, 
and substantially higher in performance. 

It is a very popular airplane and has been 
well received by private owners and cor¬ 
porations alike." 


At page 13 it stated, in part: 


■« » « Duiing the fiscal year, a total of *160 
Twin Comanches were delivered, considered to 
be the largest number of any one commercial 
model of twin engine airplane to be delivered 
by the company in one year." 
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217. [Proposed by Chris-CraftJ Piper's 1965 
Annual Report sent to Piper's shareholders, the SEC and the 
NYSE during January 1966 stated at page 6: 


"The 3,818 planes delivered in 1965 
represent an increase of 30* in units over 
the previous year. Of particular interest 
is the substantial increase in the higher 
priced Aztec model and in the Comanche models, 
'’hese airplanes accounted for an approximate 
increase of ten million in the dollar volume. 
1965 sales of Twin Comanches remained at a 
high level even in comparison with 196*1 when 
the Twin Comanche was a new model and a 
higher than usual number were needed by the 
dealer and distributor organization for 
demonstrators and warehouse stocking." 


At page 12, beneath a photograph of a Twin 

Comanche: 


"TWIN COMANCHE B 

Regular four place seating can now be augmented 
with two family seats. An airplane so appeal¬ 
ing that, since introduction, it has outsold 
all other twin-engine airplanes on the market," 


t 


i 
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218. [Proposed by Chris-Craft} In November 
1966 the National Aeronautics and Space Administration f 
("NASA") Issued a report entitled "An Evaluation of the 
Handling Qualities of Seven General - Aviation Aircraft" 
[Chris-Craft Exhibit » 89 ]. The first page of that report, 
entitled "Summary", Included the following statement: 

i 

"A quantitative and qualitative flight- 
evaluation program has been conducted on 
seven late-model general-aviation aircraft. 

"The quantitative portion of this program 
Indicated that the aircraft, as a class, have 
generally satisfactory stability and control 
characteristics. However, these characteristics 
w are degraded with decreasing airspeed, 

increasing aft center of gravity. Increasing 
power, and extension of gear and flaps. 

"The qualitative portion of the program 
showed that the handling qualities are generall' 
satisfactory during visual flight and during 
instrument flight in smooth air. Atmospheric 
turbulence degrades these handling qualities, 
with the greatest degradation noted during 
instrument landing system approaches. Such 
factors as excessive control-system friction, 
low levels of static stability, high adverse 
yaw, poor Dutch roll characteristics, and 
control-surface float combine to make precise 
instrument tracking tasks, in the presence 
of turbulence, difficult even for experienced 
instrument - pilots. ' , • ; 

• " * • 

"The program revealed three characteristics 
of specific airplanes that are considered 
unacceptable if encountered by the inexperienced 
. or unsuspecting pilot: (1) a violent elevator ... - *. 

force reversal at reduced load factors in the 
landing configuration, (2) power-on stall 
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characteristics that culminate in rapid rolloffs 
and/or spins, and (3) neutral-to-unstable 
static longitudinal stability at aft center 
of gravity. 

"A review of existing criteria indicated 
that the criteria have not kept pace with 
aircraft development in the areas of Dutch 
roll, adverse yaw, effective dihedral, and 
allowable trim changes with gear, flaps, and 
power. This study Indicated that criteria 
should be specified for control-system 
friction and control-surface float." 


At page 8 of the NASA report, it stated: 


"Lateral-directional trim changes with 
airspeed become appreciable at low speed 
(high angle of attack) at constant power. 

Data for an aircraft with highly unsatisfactory 
characteristics are shown for the maximum- 
power cruise and landing configurations in 
figures 9(a) and 9(b), respectively. These 
figures illustrate the large amounts of 
rudder control required to maintain wings-level 
constant-heading flight near the stall. 

This characteristic presents the pilot with 
a symmetric power minimum control speed that 
causes a significant problem when stalling the 
aircraft. Comparison of figure 9(b) with 
figure 9(a) showt that both configurations 
required maximum available rudder just prior 
to the stall; however, the rudder required to 
maintain heading in the landing configuration 
is generally greater at speeds below 80 knots. 

^Comparison of hangar calibrations with manu¬ 
facturer's specifications showed that the rudder 
was misrigged on this airplane such that 
maximum rudder throw was 5° right and 7° left 
less than specified—a condition which aggravated 
the situation described." 
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At page 18, the NASA report stated: 


"Two of the aircraft tested have unaccept¬ 
able power-on stall characteristics in the 
landing configuration. The lateral-directional 
trim changes of one aircraft show that the 
addition of power Introduces a left yawing 
moment (fig. 8) and that the pilot must use 
full-right rudder to maintain heading when 
near the stall speed (fig. 9). The large 
yawing moment due to power coupled with the 
lack of rudder authority causes the aircraft 
to encounter an uncontrollable left roll/yaw 
motion at the stall. This motion places the 
aircraft in a spin that requires 600 feet 
to 1200 feet of altitude for recovery. All 
of the evaluation pilots exceeded the gear 
and flap placard speeds when recovering from 
this spin." 


Mr. Jamouneau, Piper’s Chief Engineer, read the 
aforesaid report sometime in 196? and concluded that the 
characteristic "2" in the fourth paragraph of the first 
page of the NASA report quoted above referred to a Twin 
Comanche. At certain other portions of the report Mr. Jamouneau 
could deduce that a PA-30 was referred to by various draw¬ 
ings of the airplanes and various measurements of control 
travels and specifications. 

A Piper memorandum dated November 28, 1967 from 
Richard Wible, Aerodynamics Department, to R. D. Ruder, 
a Piper engineer, stated that the portions of the report quoted 
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above and in Finding 218 a below, among others, 

pertained to the Twin Comanche. 

The NASA report at page 2 stated: 


"Seven different aircraft were included 
in the evaluation to assure that the measured 
handling qualitJ.es are representative of a 
class of aircraft rather than of an individual 
airplane. The stability and control character¬ 
istics of each aircraft were quantitatively 
documented and compared with pilot impressions 
of the aircraft's handling qualities. This 
paper summarizes the results of the evaluation 
and compares these results with current criteria 
considered to be applicable. Since the 
objectives were to evaluate handling qualities 
of the class of aircraft as a whole, character¬ 
istics documented herein have not been related 
to specific aircraft." 


% 
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218A.. [Proposed by Piper] The NASA report/ ’ J ' * 

• 1 i ■ • •!.. . ointed c. ■’ ; , • , 

referred to In Finding 218 aLsp u seated:- *. 

5 • . • ......... *. o' * .. -a, ' 

***• '■ ■•'*) ■ ' t. * - - ■■ 

) j >. ■». 

"Two of the aircraft were added when I*. . > 

the program was near completion in order - 
to assure inclusion of popular late-model . ■ ' 

aircraft with a high population index. In 
order to expedite this expansion, somewhat* t 
abbreviated programs (5 quantitative and • ; ’ 

4 qualitative flights) were conducted on H 

these aircraft." (at page 5) , j. . . 

"The control-surface rigging was not 1 * 

changed before the tests were made even 
though one aircraft did not have the ‘ 

maximum deflection specified by the manu- i 
facturer." (at page 6) • 

"Recording instrumentation was not 
•. installed in the two aircraft on which 

abbreviated flight programs v;ere conducted. 

Instead, pilot display and hand-held 
indicating types of instruments were used 
as follows: ' 


Parameter 

Control-surface 
positions 
Longitudinal 
control force 
Directional 
control force 
Normal accele¬ 
ration 
Indicated 
airspeed 
Pressure 
altitude 
Pitch attitude 


Bank angle 


Instrument 

Taped scales on 
controls 
Hand-held force 
gage * 

Rudder-pedal 
force gage 
Indicating normal 
accelerometer 
Airspeed 
indicator 
Altimeter 

Horizon (with 
side-window 
lines) 

Artificial horizon 


Estimated maximum 
error 

*3° (surface 
*2 pounds 
*20 pounds 

*o.2g . . ; 

•f . * , 

*3 knots 
*100 feet' 


(at page 6) 


T 
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"* * n * should be pointed out that.asymmetric 
power stalls were not evaluated on all of 
the aircraft." (at pace. .18) ; . f . : 
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219. [Proposed by Chrls-Craft] Piper's 1966 
Annual Report sent to Piper's shareholders, the SEC and 
the NYSE during January 1967 stated, in part, at page 2: 


"» • « The top of the Piper line was rounded 
out by the Comanche, the Twin Comanche, the 
Apache 235, and the Aztec. The Twin Comanche 
and the Aztec are two of the most popular 
twin-engine airplanes in use around the world, 
and in the month of May 105 of these air¬ 
planes were delivered from the factory.” 


It stated, in part, at page 7? 


"Piper held the predominant position 
in the sale of multi-engine aircraft in 
the under $100,000 category. Even though 
a labor strike curtailed deliveries, there 
were 312 Aztecs and 315 Twin Comanches 
delivered during the 1966 fiscal year in 
the domestic market. The Piper twins were 
9% higher than the nearest competitor, 
giving us a 43* share of the multi-engine 
market in the under $100,000 category." 
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220. [Proposed by Chris-Craft] On March 28, 
1967 a meeting was held at the Civil Aeronautics Board 
. where representatives of aircraft manufacturers were oriefed 
on a report entitled ’’Aircraft Design - Induced Pilot 
Error , Piper was given a copy of said report with a key 
for the identification of Piper aircraft. In July 1967 the 
NTSB made copies of the report available to the public and 
in December 1967 made the identifier key available to the * 
public. The said report stated, in part [”PA-30” is inserted 
after the code designation for the Twin Comanche]: 


• Twin-Engine Airplanes 

n V mber of stall accidents to twin engine 
fJiK 1 ?? 03 « s sjna11 that a statistical dis- 

ls ^.questionable value in comparing 
individual models. There were only seven 

?S^i de ? tS J° ? he three airplanes in Group IIA; 
on!? a i^ p l ftn e °51» three to airplane 060, and 
thp inrtfi rp i a £ 9 i 030 * The hl S hesb rate was of 

this' p fo n pe f 10 * 000 flying h0urs - With - 

ifi K f 11 a ?! ple s * ze > no valid conclusions 
can be drawn from a statistical analysis. Of '• 

»!!rt ? even a ccldents, four occurred on take-off 
°!i lnltlal cllinb a go-around. 
f engine was involved in three 
• these accidents. The only other accident 

on^rtff-i 1 ? f J ight durin S single-engine practice 
on a dual instruction flight. 

a totl^o/Si alrp i an 2s in Group IIB there was 
fchf iL-. f 21 aacidents to the five models and 
i-Eff 1 ?!!™ nunber to any one model was five, 

£ the ne again, the sample size is too 
small for a Chi-Square analysis to be meaningful 
Examination of accident rates, however" SdlfSi; 

£t£n ^rt U ? ai r pla " e 02 7 [PA-30] which had £ 
stall accident rate of 0.52 per 10,000 hours, 
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as compared to 0.17 for the entire group. Of 
the five stall accidents to this model, three 
occurred during single-engine operation on 
instructional flights, two of which were 
solo and one a dual check for a multi-engine 
rating. In all three cases, the airplane 
entered a spin from which recovery was not 
effected. These accidents constituted 60% 
of the stall accidents, and 12 % of all 
accidents to the model, yet instructional 
flying accounted for only 0.5 % of the total 
usage. 

"A review of 1965 and 1966 accident 
reports relating to this airplane discloses 
that the occurrence of stalls followed by 
a spin with this model during single-engine 
operation has continued. In many cases it 
has been found that the airplane crashed in 
a relatively flat spin. The problem of 
stalls and spins on airplane 027 [PA-30] 
with one engine inoperative was the subject 
of considerable analysis and flight testing 
in 196^, and it was concluded that the air¬ 
plane met the requirements of FAR 23* 

Nevertheless, on a basis of the findings of 
this study and the continued occurrence of 
such accidents, it is recommended that the 
problem be restudied to determine the 
specific characteristics of airplane 027 
[PA-30] which are responsible for its 
relatively high stall accident frequency, 
and that the adequacy of the certification 
' requirements in FAR 23 be critically reviewed. 

The stall-accident rate of airplane 027 
[PA-30], in comparison to that of otaer 
airplanes in the same usage group, as dis¬ 
cussed below, indicates that this airplane, 
and hence the requirements, are not repre¬ 
sentative of the present state of the art." 
[Chris-Craft Exhibit H 78 - pp. 47- 1 *8] 

With the exception of the review referred to in the last quoted 

paragraph, 196 ^ statistical data was used for the report. 
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220A. [Proposed by Piper.]W. R. Fuchs, 
a Piper enelr.cer, prepared the attached report In 1963 

entitled "Concents on CAB Report on Desi C n-Induced Pilot 
Error Accidents". / 







oi our spin scsvs oo snow c..aw as w.c 
dilates up and down, but 'this occurs in nar.y pla 
iJi make recovery difficult. • However, if the,piano 
»id struck the ground at.the instar\t the nose were 
- pointy the wreekage night give the false impress 
.rplane had been spinning flat. • •. A' fi 


•/ere X 


.’ ‘ Che Airplane does' not spin flat and it can be brought out cf 

a api.-v using normal spin recovery technique if reasonable altitud 

is available. ♦ • •*•... ’ ' „ * 

• ” , ' • • ,»,»• 

Ar.v high oerforr.ance tv/in will be nore- critical when flov.r. r. 
the stall speed than a sinple trainer, 'pilots know .this and e>.pe 


ir investigation indicates that 
cay' appear to be a lot of spin 


pedaily as pub 
ions which'are . 


the pilots .'or instructors are not adequately 
led to fly. the airplane or do what they attempt 






% 







..^.sviv.cco:^ frequency, arc not qualified to "ivc the instrut- * 
.C? : \Vi* e J f ; *5 c *yf : *3 to c.iye, . JteJLoofced ..into.-nine accidents v;hieh •- 


*r #i , w%%ov- nee 2 .p rours r*r.c f.r* sr.othor 2 8 •**•%•*••,. j 

. Obviously this is not sufficient experiencef r The i 


^ ,jl^ t • -_ — ~v*—*‘o wuuniiu utu w;au t; v 

Z^Z’Ipf * «"v Cn ■ , ~ v ? . vcr ^ ~ittio experience in spin recovery.. 


AJ . , r — —' -— -—- <■.<—fly ins through one 

Jovii'oi- s iha I^y:^ uvers - •■f° ae i °": th “ e pllot , s voicei 

• • • . . • >.. . ‘ \ *• ••’ '■ ' •'. ..■ •* v- 


iy;cj.y *cr w\;*.n engine* training it v/ould have a similar record,. 

, co ^ e " t3 a 3-°^? of pilots mentioned on *■ 
p . u " s- 0 ..i.:c£r.o. Pilots frequently exaggerate* .' 

• ,<*h&- ac^e*^.stxcof an .airplane, • •.*.*• *.•.•• 
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221. [Proposed by Chris-Craft] Piper's 1967 
Annual Report (page 6) stated the following under the title 
"Sales in Units": 


"Super Cub 
Pawnee 

Cherokee Six 
Cherokee 
Cherokee Arrow 
Comanche 
Twin Comanche 
Apache 
Aztec 
NavaJ o 

Total Piper 
Sales 
Estimated 
Industry 
Sales* 
Piper's 
Percentage 


12*1 

12*1 

12*1 

138 

141 

139 

337 

442 

631 

517 

655 

93 

2,455 

65 

1,9 96 

1,874 

mm 

138 

260 

365 

303 

375 

316 

280 

69 

7 

408 

13 

387 

4,302 

4,284 

3,818 

13,000 

14,667 

10,952 

33 * 

29* 

35* 


* Including only airplanes with a standard 
price under $200,000." 


At page 5, beneath a photograph of a Twin Comanche: "This 

Twin Comanche clears the snow-capped mountains of Chile with 
'room to spare." 


At page 7 the 1967 Annual Report stated that "The 
Twin Comanche and Aztec led the entire industry last year in 
the light twin market. ..." 

No other statements are contained in the 1967 
Annual Report with respect to the Twin Comanche. 





Revised 12/22/70 


692 A 


. i V.‘ 

221A. [Proposed by Piper]v,The attached letter 
and enclosures dated February 5 , 1968 were sent by Piper to. 
all Piper dealers: 

I 

[Chrls-Craft Exhibit ^ '92] 




I 


I 
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I 

Piper Aircraft Corporation 

Lock Havcrl,- Pennsylvania. U.S.A. 177-15 

Trie* Am .a couc 717 7.10.0711 


CAIilFAnaUSS. CLUJ 


February 5, 1968 


TO ALL ril’F.R DEALERS: 

Various comments concerning the Twin Comanche’s accident record ltave stemmed from 
a study made by the FAA covering 1961, but only recently completed and ■released. A 
study over a wider period provides a true and meaningful picture and clearly shows that 
the Twin Comanche accident rate has actually experienced a remarkable improvement 
since the plane’s first full year of.uso in 1964. ~ 


The Twin Comanche is tn fact an outstanding new concept in aircraft design and efficiency. 

It is a clean, fast, multi-engine airplane with an acquisition cost and operating cost within 
the range of the high priced single engine. Its ownership comes primarily from the single 
engine pilots. In addition, it is used extensively for multi-engine training for the sane 
reasons. Extensive knowledge and experience of operation now prevails and the safety record 
has improved significantly. 

In aviation histoiy there is precedent for such a record. A similar.situation was the Intro¬ 
duction of the first clean, fast, single engine airplane to the public in the late 1940’s. It 
was a number of years before this type was operated with a reasonable safety record. 

The Twin Comanche record is as follows: 

RATE OF FATAL ACCIDENTS PER 100,000 HOURS USE (IS, 000, 000 MILES) 


TRAINING OR 

YEAR PRACTICE ACCIDENTS 


TOTAL ACCIDENTS 


RATE-TOTAL 
ACCIDENTS 

9.3 

3.7 

3.2 

2.75 


t is clear in the above chart if we could reduce the training accidents the record of this 
Particular airplane and other multi-engine aircraft would be substantially improved. Tito 
I wtn Comanche is used for training more extensively than any other individual model accord- 
ng to the information we can compile. It can be rented at a lower cost to the student and thi-; 

s probably the prime factor in creating the higher exposure rate of this model to multi-engine 
raining. 


\J 
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•|U ALL PIPER DEALERS 




i 

i 


An fx.-n-i breakdown of hours of use lu;iween training and oilier use is not available. T be 
only manner in which we can obtain a rate to apply against Hie number of a eidents for each 
category of use is to assume that (luring the life of the Twin Comanche fleet the same per¬ 
centage <>l total fleet hours per year for instruction remains constant. Our knowledge of the 
use of the fleet would indicate this is a reasonable assumption. If the non-instruction acct- 
dents and the instruction accidents are each applied to the total fleet hours for each year, 
we can have a rate applied to a constant to determine if there is improvement in either category 
of use. When a fleet is constantly growing, a rate rather than number of accidents must :>c 

considered. 


YEAR 

RATE OF 

FATAL ACCIDENTS PER 100,000 HOURS USE 

RATE 

NON-TRAINING 

ACCIDENTS 

RATE 

TRAINING OR PRACTICE 
ACCIDENTS 

1961 

6 

6.2 

. 3 

3.1 

1965 

5 

2.3 

3 

1.4 

1966 

9 

2.88 

1 

0.32 

1967 

. 6 

1.5 

5 

9 

1.25 


This chart shows a steady improvement in both categories of use as compared to the total 
hours flown for the fleet when the four year period is considered. Like any form of trans¬ 
portation, there is room for improvement as long as there are accidents and many programs 
having long range benefits arc continually in process. 


TWIN COMANCHE FL1TE CHARACTERISTICS 

The 1964 report has been used irresponsibly without full information on the real facts 
concerning the Twin Comanche. 

Not many peoplc’spin a multi-engine airplane, except test pilots and FAA engineering pilots. 
During routine engineering re-evaluation of the production Twin Comanche aircraft last summe 
we invited the FAA to participate. Over 100 spins of various types and CG loading were 
accomplished with complete satisfactory results. Vine and stalls were investigated. The 
results were: 


1. No tendency to flat spin. 

2. Vine speed as reported in the handbook, is correct. 

3. No spin recovery difficulties experienced when positive recovery’ action 
is taken on the part of the pilot. 

4. FAA sumr >rized their findings in a letter to us as follows: 

"The FAA flight test inspectors'noted no areas of non compliance 
with the; airworthiness regulations applicable to the PA*30 aircraft. 
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32 ^<r im,:illy r ,rovln/? accu,cnt — 1 *—y - 


safhr multi -eno in f , inst ruction 


of circuit ^ aircraft no ' v ' regardless 

practices up-to-date for modern twin engine desirn°’ Tl ? “? t0 lraini,, S 

mcchCs «„U requirements by both the instruct^ro^Z^'r^',^^ 

aTS^rcd^A “a^Ibox^^ wr Pr T eCfUre ^ ^ IlrfotmatIon * alon S wlth the 

Lefs aim for ZERO ,Ldent.\h^ t0 ; cduCe aC ~« 

Very truly yours, 

AIRCRAFT CORPORATION 



WM/kl 


/ / r )] Willard Miller 
^Director of Marketing 


inclosures: FAA Advisory Circular, No. 61-40 

Multi-Engine Instruction Recommendations 
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SAF ER MULTI-liNttlNIS INSTRUCT ION PROGRAM 

Twin engine aircraft can be provoked into a spin-type maneuver, in which 
considerable altitude is lost before recovery can be effected, by slowing the aircraft 
to or below stall speed with one engine idled or feathered. This situation should be 
avoided especially at low altitudes, but the theory in instructing has been that engine- 
out operations should be practiced at low altitudes in order to obtain maximum power 
on the operating engine. FA A Advisory Circular 61 -40 changes this theory. 

A recap of the instruction accidents indicate they begin from a low altitude. 
Recovery from a low airspeed and speed control on one engine is an important part 
of training but such maneuvers should be practiced at altitudes high enough (suggest 
5,000 feet) so that if a spin is entered inadvertently, recovery can readily be 
accomplished well above the 1500 feet mentioned in the FAA Circular. 

It should be remembered that Vmc is, by definition, the minimum speed at 
which one can maintain directional control with the critical engine (usually the left) 
windmilling, gear up, flaps at take-off position, and full power on the other engine. 
Because engine power decreases with altitude, Vmc docs likewise. At some altitude 
the minimum control speed and stall speed will be the same*. In this case, at tins 
speed, since the wing is stalled and full rudder is being used, any twin-engine 
airplane can be expected to enter a spin unless immediate recovery action is taken. 
Thus, in demonstrating or practicing Vmc, an instructor should discontinue a Vmc 
demonstration if he is approaching stall and not losing directional control. 


% 
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Mosi nny multi-engine ;ii rpl;inc % when fully stalled with one engine out will 
roll ami yaw toward the dead engine and eventually fall inio a spin. If, however., 
powci is continued on ilie operating engine, the result can easily be a spin front 
which recovery is more difficult. 


In one non-training accident, a loss of power occurred on take-off. In this 

case, the gear was never retracted, but the power loss came early enough so that 

•» 

the pilot could have cut both engines and landed safely straight ahead. It is always 
advisable to cut power anil land straight ahead when circumstances allow. On the 
other hand, if a go around is necessary the gear and flaps must be retracted at 
once and proper speed control carefully exercised. 

As a result of the studies of these accidents, Piper Aircraft makes the 
following recommendations: 

1. Practice single engine operation and power-off 
stalls only at high altitudes. 

2. Recovery from intentional spins in the PA-30 
can be accomplished by immediately using the 
following procedure: 

(a) Retard both throttles to idle position. 

(b) Apply full rudder in the opposite 
direction to the spin. 

(c) Push control wheel full forward. While 


it is not necessary for recovery, the use 
of ailerons against the turn (ie. right 
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I 

aiIt;run if spin ijs left) will vx|K*ililt* 

rccovtrry. Maintain controls in these 

positions until the spin slops. 

• # 

(tl) Neutralize milder ami ailerons. 

Recover from dive with smooth luck pressure 
on control wheel. No abrupt control movement 
should be used during recovery from the dive. 

When demonstrating slow.single engine maneuvers 
instructors should be prepared to reduce power on 
the operating engine while lowering the nose to 
gain airspeed, or as a final precaution, add pov/cr 
on the idling engine as necessary to maintain 
directional control. If the stall warning light comes 
on, or tail buffet is experienced, the wing is 
approaching a stalled condition, and the maneuver 
should be discontinued. If the situation is aggravated 
by continued back pressure on the wheel and rudder 
pressure a spin may occur. If the control wheel is 
pushed at the first indication of a stall the airplane 
will not stall or spin. Spin recovery, even when 
perfectly executed, always requires considerable 
altitude. 

Past records show that most training accidents 
commence at a low altitude with one engine our ami 
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feathered, and’perhaps gear and flaps 

• %y 

down. When practicing; engine-out 

• # « 

procedures, such as landings and climb- 
outs, below 5,000 feet, it is recommended 
engine-out be simulated rather than actual. 

If student cannot maintain proper airspeeds 
discontinue low altitude practice in favor of 
more speed control practice at high 
altitudes. . • 

'Hie Piper Twin Comanche is an excellent aircraft for training, transporta¬ 
tion. and just pure flying enjoyment. Stalls or spins are not required and should 
not be executed in the Twin Comanche or any mult-engine aircraft. If, however, 
an inadvertent spin is entered in the PA-30, recovery can be accomplished by 
merely following procedures which are standard for all twin-engine aircraft. 


end 
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SUBJECT ? PERFORMANCE OF STALLS 01J PILOT FLIGHT TESTS 


PURP OSE. This circular advises flight teat applicants and flight 
instructors of changes in the performance of stalls on flight toots for 
the issua nee of pilot certificates and ratings, and recommends that 
training procedures be modified accordingly. 

BACEGRP’ UTl. The number of serious stal) and spin accidents during pilot 
training in high performance small airplanes iG increasing. Since the 
institution of the procedures still in common use for flight instruction 
in stall recoveries, the stalling speeds and horsepov.’cr of airplanes 
generally used for flight instruction have more than doubled. Flight 
t<»«?«- requirements h.-ve been progressively modified with advances in air¬ 
plane design, but are still inappropriate for the. latest high performance 
types. Accordingly, FAA inspectors and pilot examiners have been directed 
to apply immediately the following procedures on stall demonstrations in 
small (12,500-pound and under) airplanes. Outstanding Flight Test Guides 
will be changed to incorporate them at their next revision. 

START . D EHQN ST RA T TOUR . Beginning immediately, the following factors will 
be emphasised in the demonstrations of stalls on pilot flight tests in 
small airplanes. THEIR OBSERVANCE IS RECO'.AMENDED FOR ALL PILOT FLIGHT 
TRAINING, ESPECIALLY IN HIGH-PERFORMANCE AIRPLANES. 

a. Power Stalls will be entered with approximately 65 percent power, 
instead of maximum authorized climb power as has been the practice 
in older airplanes. The lower power loading of modern airplanes 
makes inadvertent attempts to fly at pitch angles which would 
result in a stall at full throttle most unlikely. The use of 
approximately 65 percent power in modern airplanes approximates 
the performance characteristic of the. use of full power in email 
nirpl anes of the forties. 

• 

b. Takeoff and D epa rture Stalls will be entered at liftoff speed, 
with the gear extended and flaps in takeoff configuration. In 
npitc of Flight Test Guide instructions to the contrary, many 

_ flight test a pplieants continue to attempt these stalls from_ 


I 
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AC 61-lt0 
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cruising speed in clean confipurntion. The objective is to cimulate 
tbc flight. situation which axist.y immediately niter takeoff. 

SlrMo-rimlnt: Stalls vill not be demonstrate;! on multfengine flignt 
tertsT UnchTt^lU have never been required by tbc Papulations for 
pilot, flight tests, and should net be practiced m high-performance 
airplanes by other than qualified engineering test pilots. 

Knpire-Ouf 1’infm nm Co ntrol_Soqr-d. demonstrations should be conducted 

i'n ’’strict Tec oid a nee with the wnriving on page 19 of the 1'ult ienginc 
Flight Test Chi id c. bo such demonstration mould be attempteo when 
the density altitude and cempeiu«.uie ore such that the engine*out** 
minimum control speed is known or discovered to be close to the 
stalling speed, boss of directional or lateral concrol just as a 
stall occurs is hazardous. Such loss of control when the airspeed 
is five knots or more above stalling, however, need not be serious. 

Ttall Recoveries iron all types of stalls will bi: initiated as soon 
nc~evTdoncc of a stall is detected. Such evidence may be uncontrol- 
lable pitching, buffeting, rapid decay of control effectiveness, or 
a rapid descent in climb attitude with the elevator control in the 
full aft position. 

• 

The Rccovorv Alt?rude used for stall demonstrations on flight tests 

... "... rrrr ., r y fro-i an inadvertent spin in the airplane 

concerned, but in no case lower than 1,500 feet above the surface. 

Tins is especially important in clean, high-speed airplanes. 

Stall Varnine Devices, will rot be deactivated for flight tests in ^ 
airp 1 a nesTf or which they arc- required equipment, as indicated in the 

Flight Test Guides. 

'.-/s 

Director / / 

£/^-<'‘f 1 U.ht Standards Service 
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* 222. [Proposed by Chrls-Craft] The aforesaid 

« 

letter made no reference to the NASA report described In 


» 


Finding 218. 


9 9 

* 
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223 ‘ [Proposed by Chris-Craft] Piper’s 1968 

• • • 

Annual Report contained a photograph of a Twin Comanche 
on its cover and (at page 7 ) stated: 

"Sales in Units 



1?68 

1251 

1966 

Super Cub 

Pawnee 

Cherokee Six 
Cherokee 

Cherokee Arrow 
Comanche 

Twin Comanche 

Aztec/Apache 

Navajo 

138 

363 

269 

2,115 

8 44 

93 • 
166 

277 

209 

138 

337 

517 

2,455 

65 

138 

303 

280 

69 

141 

442 

655 

1,996 

260 

375 

415 

Total Piper Sales 

4,474 

4,302 

4,284 

Estimated 

Industry 

Sales* 

Piper’s 

Percentage 

14,000 

3238 

13,000 

3338 

14,667 

2938 


* Including only airplanes with a standard 
price under $ 200 , 000 ." 


Page 9 of the 1968 Annual Report stated that "During 
fiscal 1968, revised versions of the Aztec and Twin Comanche 
were developed in Lock Haven * * 

On the inside of the cover the following inscription 

appears: 


Cruising up the coast. Piper’s Twin 
Comanche C makes its debut. New Turbo¬ 
charged counterpart has 1,700 mile range, 
cruises up to 240 mph. Both models can 
seat six." 

No other statements are contained in the 1963 Annual 
Report with respect to the Twin Comanche. 












704 A 



224A. [Proposed by Piper] The NASA report 


described in Finding 218, the Design Induced Pilot 
Error study and Key described in Finding 220, the NTSB 
briefs of accidents described in Finding 231 were all 
Government records available to the public at or soon 
after publication. 



i 
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2240 * fProposed by Piper] Beginning in 1968 *’’£1 

Plpor had considered building and soiling an aircraft ' ‘" 
to be known as the PA-39 „ hich „ oul<1 be an inproved 

30 Witt counter rotating propellers. Prior to the Piper'' ’’ 
Board meeting of April 24, 1970, referred to in ! 

rinding 235, no definite program or plan was implemented 

by ripe- with respect to any improvements to the PA-30 's 
which had been sold since 19C3. • 


i 
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225 \ [Proposed by Chris-Craftj The first page 
of a Piper document entitled "Brief of PA-30 Fatal Accidents" 
prepared on or about May 13, 1969 is attached: 
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■ .J .* BRIEP 0F . PA 730 FATAL ACCIDENTS 


• * • , • . . • •./ • \ ^ . 

\ Number of fatal accidents' _ 62 " ' ' ' - 

: • . • • • . • • • • • • • • 

Approximate number of people killed - 134 

.* • • ,*• • • 

• * • ' • .. . 

• • ■ * . . ‘ * 
• . . •• • • •• 

.Probable Primary Causes ’ V • '** 
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•j* ;VrC-*0j • 


— Pilot error *• 

_ •• ' • • J 
, , •' . % 

. leather 

. / 

• t • • 

Mid ~ a ir collision 

■?'. •• . . . . / - . 

Kissing aircraft^ 

•• -Training ’ * • *:*•* •. i. “ 

• . •*.*-*' 

• • * % # , 

■ Out of loading envelope 

. . . . ’ . . 

. Engine failure V - * ■ • * 

‘ Indefinite / ' ?\rV.* 

m. • • • • •' 

■ • ■*’ 

■No information yet • * 


• 20 

• • . 

• • 

• • • • 

-.9. • 
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225A. [Proposed by-Piper] The balance of 

■ „ * • 4 .> '*■ ‘ "■ • 

the document described in Finding 225 entitled "Summary 

* '• * * ' 

of PA-30 Accidents" is attached: 









Pilot error - pilot -Allowed A/S to get too clow, 

• . * * • # m * • * ^ * 

stalled and spun. '~r*c 

■•••••• ;•'••: • •;..•■■ • .>•;■•• ■• •'• ... v xfc*. 

Indefinite -_cquld be pilot incapacitated, cver- 
' • • (p\ vp.) ■ , 

1 gross, improper fuel selection. . Zpgines cuit, 

.• • v ;.- , : • " i . 

• . airsneed deteriorated. stalled., soun, 

* . 1 • » A # » •. 


'r\vw vxVCT'. 


• -A ~ . A • C 

nr<<CYu>^ So f.vo- wi 


yyy y.^ ^ - y -. r •-. ..ft ^ ••• ; 

V •• .V ’ ** r‘. V-..’ ■ * 

i ,’ - ’«. ’<• • '• •.•■ • •• ' ’• *"j l’-; i • 

:• ‘ 'r *• ' *!>* * * 

Pilot error fuel starvation of L. engine cue to 

•* *? . • • ‘ t * *. • . 

. • . • ’ « • • . ■ 

inadequate preparation and lack of.pilot pro-- .• .. 

• * , , • •« 
•.. •-: ;-••• - • ! % -.1 . -f' 

. .ficiency to fly weather which existed. 

.* ' , ! • •. e - • ; ' * • . •. * f . * * . • u v •* . • * . • • * 

.'.•••■• ' v* ‘V*.-* *:* />/ *. •*: * 

;V . •' • • 1 

U U Dur O/L/v-i. < *J 00 — C.-/2. rtO<0 & 

Ko-i-n-ferntrr^rr^fiTesT '' ‘ y v ' *. 

Cc^’T T'->k'*> - HCt>s «v> ^>/o 

* ' th(Let <^,:P^rLy> At COco * f,c.~r . • £§ ofsttv< < c/iAir*- 

lo’fo ■.-.“if-• 

• • ,' • • • . • • . ■ • .. • 1 • r • • • . • 

• : •. . • y. •. •*. ••• . •. *••••• • • . • • . « 

’ . . * • • • . .* > •• .* .* ‘ .* 

’ »/# .*• • j , t v • • # * ; : . * 4 * * * # 

Grossly overloaded and leaded too far aft - ferry 
tttrio. ' ■ •'. i:.'- _ • 

;■ / V - 1 ' :Tv.x; : p ' .' •• 


Pilot error got into turbulent' clouds,, was inex- 

* . • ' * * • • a *. 

.perienced and ir.capa.ble pf flying by instruments^ 

•*.. • ’■ ■■ * ■ V *. • 

lost control, tore winr.s off. . « ' .. 
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• • \ * • • • , • ■ • * 

: ^Jl >0 0 7 s " P/ i. 0 ~~ /0 //-XT' A 7 'i‘^u-—• '<*> *->/> 

■ i ^ U> <TVi-V**f cT/i. 'CO i> <i /.TV <3 >'*V , . .. . •* 


na^nt 


'. ^jA cSlAjj. J v^, 

could have "been a liea 


working with fuel valves 


engine trouble 


Weather 


/ 








sstta 


snaci 1 



cnunac 













\»J 


had 


• • • % • 

1UKMARY 0? PA-50 

. 1 

ACCIDENTS 

* • • 

. s , . 

..1 • • 
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>0->3p 


, v, 


Pilot error - solo practice of £2 procedure, 

*• • • • • • • 

• ■ , , • • • # 

'•/engine feathered, .couldn't handle, stalled and 
-.spun. . 


•• *. ••• *. *• 

• •. . ■/. .... . .. v 


30-391 


Weather.-.CAB.states pilot.attempted VFR in I?R Wx. 

• . • • . . * •• 


.V • 






* V*. 


50-394 


^ T 


Training flight 


r SE practice at’ low altitude. 


• * •• *• . • • • • • • V ‘ . v * *\ • 

V>~iY • • -Volost, control,, spun. . ‘ V :! '•.n.fc-.:* 

• • '•*' • -V •• * . #** ..*. .*• •*%*•*■*. •• v.;r v ,/' 


30-409 


.. • • . • 
Weather' - pilot attempted VPR in IFR conditions, 

•. • ; • • • • ■ • ' ' 

• lost control while trying to avoid an obstruction 


**' m • ✓ • - 


Wis-.iv 


0-425 


W «•••• . - ; • ••• —•* 4. - • . . ' • . • , 

* * ' ' '*.’/• * • 
Engine failure - pilot couldn't handle, used poor 

• %* a. I • , 

• • . , • 

Judgment. . .*• • ! ! ’ 


>, 0l £ 

yj- L t2. o 


Weather - non-instrurr.er.t pilot entered cloud in 
■ dinting turn and lost control. •• 


• * 


30-503 


Instruction fit. 



•?. 


/. 
• 1 , 


tructor not qualified (2.3 


hrs'i in PA-30), SE practice at low alt.,* neithe: 

• . • 

.pilot could handle, stall and spun. 
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.•Indefinite - could be weather, lack of oxy'-c- ' 
pnysical irr.peirc.er.t_, or autonilot trcub' e* ’ 

• • • f * 


30-557 y / 


*• f • 

Pilot error-- improper IFR operation. *' 




50-537 


30-591 


Pilot error' - ran out of fuel, stretched glide 
• * * . ' • • ' # • • ‘ 

• 7 -*s.^all_ed,.. .rolled into ground." ■ . 

•• •• 1 C i '.I' - .* • 

••• . .. . 1 . •’ ’ •. \ .• ' m • . . . 

•.Pilo^ error - failed to use proper procedures, 
..“..incorrect !fuel inanager.ent, autopilot-on durin 
. '-takeoff. • • .5 ‘ . ■ 

• ' .*••■■■ •.•••< ... •• • . . . 


30 - 519 - 


. . 


iMidcaid' .collision. 


• • • - 
• •• . p 


30-027 


• f • 

En S ine failure on, takeoff, 9 verv:eight, ‘ poor SS 
... .technique, stalled and spun. Hay have had rr 
trouble. . 


iO-672 


Engine trouble, tried forced landing rather tha 
SE operation rdsjudged. .’■••• .* .. . „ 







<* 











•r-l 










I 


1 


/X of A/C -v .V'V--. . ■' ■:? 

■ : i • * •*:. ■. 

0-1079 .•'•.Pilot error-- attested to fly- in W> 


> 0-1095 


• ' \ •'.* 
• • . * *. ■/ 


>-1101 


Training - possibly engine or prop trouole or. or. 


engine cue to poor maintenance. 




• -•* '• V 




>-1109 


•Pilot error —pilot took off from vet soft' field 
forced lift off, did not gain sufficient air- 

• * . •* i * • , •_ • 

• / •. • . • . t . . * - • . • • » • • ’ , . 1 • 

''•V speed before climbing turn' was begun. ! •/ \ 


- .»*.••• . 


No info 6/17/69. .•• -V: Vl- '* 

. . • .. ^ «• ■ • . •. * 


■H6t 


Missing aircraft reason -unkr.ov.7i. 


-1227 


Engine failure- on takeoff. 




>0-1295 


Pilot error - under .influence of alcohol, flying 
IFR descended belov; minirr.urr.s and struck ground 


^ 0-1515 


Training.in marginal weather -_ stalled and spun. 
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226B. [Proposed by Piper], 

In November 1969, Messrs. Gordon, 



Rochlis and Barnett 


retained William I. Stieglitz Associates, a consulting firm 
specializing in aircraft matters, to advise them with respect 
to PA-30 matters. In April 1970, Mr. Stieglitz submitted a 
written report entitled "PA-30 Investigation - Evaluation of 


Safety of Piper PA-30 in Stall Regime" to Messrs. Gordon, 

Barnett and P.ochlis. No public statements were made by 
Chris-Cra f t or Messrs. Gordon, Barnett or Rochlis concerning 
the PA-30 or any of the matters discussed in the Stieglitz 
report. Chris-Craft submitted or made available a copy of 
the Stieglitz report to the FAA and the NTFB on May 27, 1970, and 
no action has been announced by the FAA or NTSB with respect 


thereto. 




719 A 


W-OPOsed by Pi P o.- 3 Theajga 
.;; 10 '- oaeh •-* «» «c 1Sents de=cribc . a ^ . 

by type Of accifio- a-. „ C 


follows: 


(Portions of n?S3 


'ecords attached) 
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! 226 . [Proposed by Chrls-Craft] Bangor Punta's 

preliminary prospectus dated May «. 1969 and flnal prospectus 

«ated duly 18 . i 969 contained the fonoMing lnfornation 
suppHed by Piper with respect to the Twin Comanche: 

Si* 1 - 

which is the lowest r«f? pe f forn,an ce airplane, 
aval lable, werHade Tn \ lrpla " e 

charged model cruises at ?hn e ^ turbo “ 
altitude of 2h oon fLr mph at an 
suggested price is $39,900." 6 TWin Comanche 's 

The final P ros P e ctus dated July 18 , 1969 contalned 
the following table at page 56: 


Super Cub .... 

Colt. 

Pawnee . 

Cherokee . 

Cherokee Arrow 
Cherokee Six .. 
Comanche .... 
Twin Coi;ii.. c he 
Aatec/ApacU- .. 

Navajo . 

Ttiial*. 


Six months ended 
March 31. 


1969 

1968 

44 

64 

168 

188 

978 

986 

235 

453 

165 

146 

10 

42 

129 

107 

:86 

* 153 

113 

. 110 

2.028 

2,249 


_ _ _ 

Fiscal 

year ended Seotemher .in 

, 

1968 

138 

1967 

138 

1966 

141 

1965 

139 

Hi* j 

141 ) 

363 

2.115 

844 

337 

2.455 

65 

442 

1,996 

1 

631 

1,873 

138 * 

473 

1,218 

269 

517 

655 

93 

• 

93 

166 

277 

209 

138 

303 

280 

69 

260 

375 

415 

365 

316 

400 

245 

460 

258 f 

t 

— 

_ 



— r 

4.474 

4.302 

4,284 

3,818 

2,933 • * 


The prospectus contained no further 
' to the Twin Comanche. 


statements 


with respect 


Under the title 
60 of the final prospectus 


"Litigation and Insurance 
• the following statement 


at page 
was made: 


% 













736 A 




"Piper maintains insurance to Pjoyj?® 
protection against claims that inevitably arise 
from aircraft accidents regardless of their 
cause. Piper is normally and is now a .. 

defendant in a number of law suits, prin^ip y 
Involving product liability claims. s ° me . 

of these claims, if successful, would be sub¬ 
ject to deductible provisions of insurance 
Jontracts or would be uninsured, but in the 
opinion of management would have no material 
effect on the financial condition of Piper. 
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22 7* • [Proposed by Chris-Craft] At the time of 
the distribution of Bangor Punta’s preliminary and final 
prospectuses, there was pending an action in the Court of 
Common Pleas for Philadelphia County, First Judicial District 
of Pennsylvania entitled "William J. Kramer, by his guardian, 
Alvin H. Frankel and Grace Kramer vs. Delaware Aviation 
Corporation, Piper Aircraft Corporation and Avco Corporation, 
et al." (Index No. 2363) and a companion action entitled 
"Grace E. Kramer, et al.. Executor under the Will of William 
J. Kramer, Deceased vs. Delaware Aviation Corporation, Piper 
Aircraft Corporation and Avco Corporation" (Index No. 786) 

(the "Kr amer actions"), both of which actions arose from the 
crash of a Twin Comanche on July 30, 1967 . The first Kramer 
action was brought on behalf of the father’s estate (Index 
No. 786) on January 11, 1968 in the Court of Common Pleas. 

The action was brought on behalf of the son in the Federal 
Court during April 1968 . That action was dismissed for lack 
of Jurisdiction and subsequently refiled (Index No. 23 63 ) and 
consolidated with the father’s action (Index No. 786 ) in 
November 1968 in the Court of Common Pleas. 
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i 228. [Proposed by Chris-Craft] Under date 

of August 29, 1969 Piper issued a Service Bulletin with 
respect to the Twin Comanche which stated: 


1 


X 

* 


The V mc speed of 80 MPH is a FAA required placard speed 
and under the revised FAA regulations shall not exceed i .2 
times the stall speed of the aircraft. V mC is the minimum * 
control speed with the critical engine inoperative and was ^ 
determined by experienced pilots under favorable flight 
conditions using proper pilot techniques. Unless the pilot is 
properly trained qualified and familiar with the airplane in ;-A 
emergency conditions, loss of control of the airplane may occur- 
in emergencies or simulated emergencies at this speed. In 
the interest of safety therefore, the new placard prohibits 
single-engine flight below 85 MPH. In addition, power on stalls 
are prohibited. All other flight maneuvers allowed by an 
. . . . airplane normal category certificate and performed in complianc* 
* V : with the latest Airplane Flight Manual Piper Reports Numbers 4 /. 
'A v. -1269 and 1515 Revised June 30, 1969 are permissible. ^ -ft; 

V •! r' -p. wl-’i:. ■ •• 


"P:-' 

■.rX 


v : 
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229. [Proposed by Chrls-Craft] Mr. McNary 
testified as follows In the Kramer action: 

i 

I * 

! Q* Dl(] t^O 7T* * ft . 

3Ci , ' = ° * y ° u «« Publicised 

tvj vvso in cad test t l 7 several ?A - 50C .. „ 0 

fiOworalno a different V.m.c.? * 

4 . Yes. sir. 

s - *«• Kojfrsvasaa, 

0 ' *"*• “Poetically lot «, refer tfl , 

on p-;.p 0 lno r, t 5rou? deposition 

you recoil to in- ao^ tv 

**d cJLv i«.- * ‘ ° ® 20afiA o» 

fc ttoae ennvert: 

Voa toow tk ° oocwica for iaveatl~-ti .' 

V.M.C. at that tlao? . . «» 

♦ * 

A ' Yea * Tfco reason was that 

V .,,, A . hat w2l ° car.ufacturo-* 

*’+1**4 into tho » t , * 

fly *n— ,v. . °** -abhor prohibited 

■** 1 “■‘•-"Plcne below five - <ir . 

tho Mtol v .,. c en ~- iC ~ Ps? *»* «« 

eaa U;0 - , , , ?U *° a * *•*•»**» by ?i P ... 

' A ' Ca tfcc “ 3 “ i<5 vo couldaft do t v 0 t 

^ ^ *“* ** « ref lev «. ^ 

Ceterascod the aeu v# jj >c ' ** aS 

Q* J.0 t/.*(!£ V Mr* *1 

■ * 3 ta*th in 50ii? 


that 
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Uc 


A* 


"A 'fha+'S *f% *fhafc»s we C££ec<J xo. 

D4d you so testify7, 

Ves, sj.rt. 


u 


the ne*v tf.rt.C#, which you agreed to vac 90 
wiios per 2u.-ur; isn 9 t.tfcat correct7 

• % i 

/>. ;'cs, sir. ‘Pi^;t 3a tho speed in one, ‘out that u.io 

conductor in a dli'foront aannoi* than tho lav proscrit 

And three pilots ccao in* two that ootibiiohed 00 isii 

un hour, ar.vJ tbo other pilot octafelished t?6, vita 

tsho-v-rr flaps. ULaoty with fJLapa up. And they said 

you permit the airplane to bo tcScon off with flaps up 

* 

And ho said yes, air. 

They said at what opoed do you want to put in 
your Plight Mm*, cal. i said vo wont via 90. i/o waited 

tho hi,’h oso. * ^ 

c pf*ici- >*c ;0 


Three FAA pilots flew several Twin Crmanches in September 
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The FAA sent an Airworthiness’Directive dated 
November 5> 1969 to Twin Comanche owners which stated: 


’ n " : , c “ tc y° u ar ? *^ c r c S‘ s{crc “ owner of one or more Piper PA-30 aircraft. The 
* air ?* aRC $ “ avc occ: * ior.r.d to be in non compliance with CAR 3.105 3 ’05 a-d 

“••••* 1 ;c n : ,Rj 2 um *‘ s, i JiC cn S* sc control speed VMC or SO MPII(CaS) as stated in the 

i ?, no ! C0 “ C ^- FAA reinvestigation of VMC has resulted in SO M?K 
(CAS} applicable to all ta*c orf rlap settings for the basic configuration as well as tu-bo- 
chargcc. ana tip tar.* configurations (Ref. S7C No. SA727 WE and So. SA767 WE). Thcre- 
.ore pursuant to the authority of the Federal Aviation Act of 1D5S See. 313 and CO’ 
by tnc Administrator (14 CFR 11.89 31 F. R. 13697) the following airworthiness circctfvc is 
et.CwMve immediately upon receipt. APPLIES TO PIPER PA 30 TYPE a t TP t i\*m rm 

tificated i.\ all categories. before further kiciIT OMNC?T-~ 

ISTiN'C VMC PLACARD TO REFLECT THE FOLLOWING "MINIMUM SINCLE EV 
CINE CONTROL SPEED 90 MPH.** * SINGLE EN- 
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’ 230. '' [Proposed by Chris-Craft] The Piper 

Service Bulletin described in Finding 228 was rescinded 
by Piper by a Service Bulletin dated November 25, 1969, 
which stated under "Purpose": 


"I. To rescind Piper Service Bulletin No. 301 
dated August 29, 1969 and telegrams dated 
September 19, 1969 and September 23, 

1969 to all Piper Distributors and Flight 
Schools. 

II. To provide additional safety in case of 
single engine operation by increasing 
Vmc to 90 MPH CAS for all flap settings. 


III. To provide additional recommended safe 
operating practices." 
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231. [Proposed by Chris-Craft] The records 
or the NTSB classify the Twin Comanche accident record from 
1964 through 1969 as follows: 




RIDER ATTACHED 


1 
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» 233.. [Proposed by Chris-Craft] On May 6, 

• • 

1970 a revised placard listing "Operating Practices Recom¬ 
mended by the Manufacturer" was provided by Piper for 
installation in all Twin Comanches. The placard read as 
follows: 


" Operating Practices Recommended by the Manufacturer 
Minimum Single Engine Maneuvering Speed 97 MPH CAS 
Do Not Perform Asymmetric Power Stalls or Single 
Engine Stalls 

Do Not Perform Symmetrical Power-On Stalls Unless 
Maneuver is Initiated at Least 500 Feet 
Above Terrain and With Not More Than 
Pilot and Copilot Aboard Except During 
. Flight Checks 

Piper Aircraft Corporation 
Lock Haven, Pennsylvania" 
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> 


( 



23^1.' [Proposed by Chris-Craft] The minutes 
of a Piper board of directors meeting held on March 2, 1970 
contain the following: 


Audit for Fiscal Y ear Ending September 30, 1969 
Tne Chairman then reviewed with the Board the problems 
involved in the fact that the Board had not accepted the audited 
financial statements submitted in tenative dr.aft form by its 
auditors, Arthur Young a Co. He stated that the lack of audited 
financial statements for the 1969 fiscal year could lead to problems 
with the lending banks of the Corporation as the Corporation's Bank 
loan Agreement called for the submission of such statements tc 
the banks and with the SEC because the Corporation had not 
filed its annual report on Form 10-K when due. . The Chairman 
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9 * f t . 


pointed out that it was possible the Corporation would be 

fined by the SEC $100 a day commencing on February 11, 1970 

until the date of the filing of its For.?. 10-K with the SEC. 

• 

he statec that one ot the problems with the financials’ was the 
possibility of instituting a modification program for the PA-30 
Airplane at some cost to the Corporation. .Mr. Wallace stated 
that preliminary study and investigation indicated the possi¬ 
bility of tne need for such a program. Mr. Piper expressed 

% 

his. view that no modification of the PA-30 was necessary. The 

/ 

■card agreed that it would be desirable to request the auditors 

to take appropriate action to bring their audit up to date and 

for management, at the same time, to determine the cost, nature 

and details of a modification program for'PA-30*s in the field. 

It was requested that the auditors report to the Board as soon 
• • 

as possible. In addition, management will explore with the 
auditors the establishment of a reserve on the Corporation 
bgoks to cover the cost of such a program so as to be able to 
agree on the correct accounting treatment for the costs of 
any modification program, when and if one was approved by the 

Board. 

• • 

Thereupon, upon resolution duly made, seconded, and carried 
by a vote of seven for and one (Mr. Piper) against, it was 


/ 


RESOLVED, that this Corporation immediately institute 

steps to put into effect an effective field modifica- 

tion program for the FA-30. / 

• . \ • 





T 
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... . 23 ?‘ [Proposed by Chris-Craft] The minutes* 

of a Piper board of directors meeting held on April 2*1, 

1970 contains the following: 


•' Pi.sc:«;sJt'n Q f VqW : •:$ catl r.;, of pa- 30 
i.- Md MatT orl: 

Lr. i-..jj;tin acvised that ho had, just prior to the start 
of the moct<n</, received a call from Mr. Liman, counsel*for 
he:;:;is. Corcon, Rocnlia, UnrneU, and Chris-Craft Industries 
?” c ;, t:l“»t the aforementioned throe* genU.-mon would not 

be u^cent.. nr ; the meeting and stating that Mr. Wallace had dis- 
eusscc who PA-30 modification with Mr. Gordon earlier in f'c weep 
and that *:r. Wallace could make Mr. Gordon's views as expressed * 
ill conversation known to the Hoard. Mr. Martin said that 

Mr. Li...an v.as naving a letter from Mr. Gordon to the Directors 

Mr 11 !?*? 0 p° u ^ e 5r Ct ;"V' hid ' r ^ pl i c<! to a Previous letter from 
«r. w. t. P^per, Jr. to Messrs. Gordon, Rochlis, and Barnett. 

icj-»n Wal3ace stated that he spoke to Mr. Gordon on April 12 
1970, to aevise him and Messrs. Rochlis and Barnett of the rneet- 

a{ :^ hat * iiae Mr * Gord ™ had expressed his view that he 
rniai? modlA * cat £? n N to th e PA-30 consisting of the "counter- 

9 “SW 1 - and the 3 P art modification be offered at 
pa C ° St the PA “ 30 owners and that the other 

A_3 J? pro ^ rei:r ‘ s discussed at the April 20, 1970 meeting of the 

caf^ d f 90 ^“°i rV ‘ ar w ‘ u IIr * Gordon further stated that he was not 
satisfied chat he had enough information available to him to make 

5 f^i n d °“ 510n ' but based what he now knows he believed “at 

C ° StS im '° 1Ved Sh0< - ld be e stablished 

r*? 4 f\ Ph < i i li E S thon 5 ead a telegram from the Eastern Renion o r * 
the FAA to the Corporation approving a revised "oueratinn _ . .‘ L 

recommended by the manufacturer" placard for the PA-3o“ 'This 
(Ixhfbft A?? ° rder0d filed with the minut os of the meeting^ 12 
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The Chairman stated the management of the Corporation con¬ 
tinued to believe that the three element modification to the 
PA-30 discussed at the last Board meeting (consisting of flow 
strips# rudder trim tab, and stabilator travel limit)# and which 
was described in the material distributed at such meeting, 
improved the handling characteristics of the aircraft and that 
it should bo mace available at no cost to all PA-30 owners. Ke 
pointed out that the FAA had not as yet evaluated the modification 
to see if it complied with FAA regulations and that arrangements 
for such evaluation were being made. He stated that the other 
programs involving the PA-30 discussed at the last Board meeting 
were moving forward. These include the education program for PA-30 
pilots, the revised operating practices rdcommended by the manu¬ 
facturer placard, revised handbooks, and airplane manual, and the 
making available of a "PA-39" kit (including counter-rotating 
engines) for sale to PA-30 owners. He then recommended that the 
Board authorize, subject to FAA approval, the offering of the 3 
part modification of the PA-30 to all PA-30 owners at no cost to 
such owners and, further, that the Board establish a reserve of 
$250,000 on the books of the Corporation as of September 30, 1969, 


• 

to cover the anticipated costs to the Corporation of such 
modification and of*the other PA-30 programs being undertaken. 

Thereupon, upon motion duly made and seconded, it was 

RESOLVED, that subject to FAA approval, the proper 
officers of-t hu Co rpora ttLa lJC - , -Ttfte~fhey hereby are, 
authorized to take all necessary steps to offer to 
the registered owners of PA-30 aircraft, at no cost 
to such owners, a modification to such aircraft con¬ 
sisting of flow strips, rudder trim tab and stabilator 
travel limit, all as described in material distributed 
to this Board on April 20, 1970, with such modifica¬ 
tions as such officers may deem appropriate, and 

# 

RESOLVED, that there be, and it hereby is, established 
* on the books of this Corporation a reserve, of 

$250,000 to cover the anticipated costs of the modifi¬ 
cation to the PA-30 and related programs, and that such 
reserve shall be established as of September 30, 1969, 
it being the judgment of the Board that such costs 
properly relate to the prior fiscal period. ' 
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236. [Proposed by Chris-Craft] Neither Chris- 
Craft nor Mr. Gordon were permitted access to the information 
from Piper documents referred to in Findings • 
until an order was entered in this action on January 23» 1970 
which, at the insistence of Piper and Bangor Punta, provided, 
in part, as follows: 


"ORDERED that all documents produced by 
or on behalf of Bangor Punta or Piper which 
contain information with respect to the Comanche 
Twin aircraft, also known as PA-30 and PA-39, 
including the written materials requested in 
Paragraphs 13 through 17 of the Gordon affidavit, 
and such portions of Paragraph 22 that may be 
applicable, and such materials as shall be 
produced by or on behalf of First Boston 
pursuant to Paragraph 6(b) of the Gordon affi¬ 
davit for which its counsel requests such 
treatment in writing, and all testimony, 
interrogatories or answers to interrogatories, 
requests for and written admissions and portions 
of transcripts containing testimony relating 
thereto shall be received in confidence and 
kept secret by plaintiff, its attorneys, 
accountants and experts as hereinafter 
provided; and such information and the docu¬ 
ments, interrogatories and answers thereto, 
requests for and written admissions or transcripts 
containing such Information shall not be dis¬ 
closed to any persons other than the following 
(each of whom shall first read a copy of this 
order and agree to the provisions thereof) and 
then to be disclosed and used only for the 
prosecution or defense of this action: 

[names omitted) 

except that the directors of Piper shall be 
under no restriction that may conflict with 


/ 


• Findings 206, 210, 211, 211A, 212, 213, 220A, 225, 225A. 
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their fiduciary duties as directors concerning 
the disclosure of information relating to the 
Comanche Twin provided that notice of such 
disclosure shall be given as specified below;” 


On April 16, 1970 W. T. Piper, Jr., on the 
letterhead of Piper, wrote the following letter to 
Mr. Gordon c/o Chris-Craft: 


"I have been advised that you are con¬ 
sidering furnishing the report of Mr. William 
Steiglitz entitled, 'PA-30 Investigation - 
Evaluation of Safety of Piper PA-30 Install 
Regime' to government agencies, including 
the Federal Aviation Agency. This report 
was furnished to the Board of Directors of 
Piper Aircraft Corporation on Monday, April 
13> 1970 and, as you know, is currently 
being considered by the Board. 

, » 

"I have discussed this matter informally 
with other members of the Piper Board of 
Directors and they agree that I should send 
you this letter. 

"I would like to point out that the 
Steiglitz report should only be used by you, 
consistent with your position as a Director 
of Piper Aircraft Corporation and for no other 
purpose. Any release of the report to others 
by you will be your responsibility. 

"Finally, you should know that any use 
of the report inconsistent with your respons¬ 
ibility as a Director of Piper, will cause 
Piper to seek appropriate remedies, including 
indemnification by you personally for any 
loss suffered by Piper Aircraft Corporation." 



• 1 




n 




✓ 


> 


\ 








mi. 
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. . • •. . • • * 

237* [Proposed by Chris-Craft} The Insurance 

-m • 

premium charged to Piper for product liability coverage for 
the four policy years from June 30, 1966 to June 30, 1970 
was as folxows: 




; .. ;. ; •. • I. * \ ;• . .. • 

;. Total Insurance Premiums Paid by - • j ‘ * 

1 • . Piper for Products Liability • V: .**’• 

: T*I - Insurance by Policy Year . •: •' •*.'5 

‘ •:••• • [ • . ; ; ; 

• • I -v. . *• .. 


Rato 


*•' *# * •• % 


Policy Year * Insurance Coverage .Amount • Rate •* .. \ 

*. 6/30/66 to 6/30/67 -.* $ 5 million ' $ 380,384.00, 4.80 ?* 

.6/30/67 to 6/30/60 $10 million 5 •$ 686,096.97 7.20 

• ' ’ ’ : | . i •. • • yr i~ ci ? . 

'• 6/30/68 to 6/30/69 * *■ $15 million . $l r 071,333.31 10.08 

,v*'.7 - |'vV ; • • • Vj’V'. **■ ' 

• 6/30/09 to 6/30/70| $15 million - $1,233,789.97 15.00 »" 

. ' , .. . ■ *. 

• • ^ • • . • . • •*•*'# • • . ■. ' • «• • 

... • ‘ • *i*\ • • .• ”• ... • i . 

* . • . • • • , • j. i*. - • .1 * . . . •••••* •>. 

•• • . • v; f. • • .*• 1 -.*. • /. - -.v. •.*.*, 

• . , f , • •• • • I • *4 , *#••.«• 4 ' ' , , t • • . . . . / * • 

t •.• Vv,• 

. -| V* *. • ; :• .T. ****•■» r -— ■ -I *, « » * *•. ik ,. • 


V'' i': -sra -575?.^ , 


' r The policy cov^ingf 6 / 30/69 to '6/30/70 was 
!• . issued on July 8 , 1969, effective, aj^. cf June 30, 1969 . * 

*• Based upon a rat « of $15>er $1,000 5f Piper’s estimated • 
annual sales for the policy, period, , th6'estimated 
annual premium at the t.ime. of the issuaince ,of the policy 

was- $1,731,300. : *' '■ • 

... ... . . . • 

. . 1 • . ’. Js . • ,* . * . • •• •• • 


• ■ 1 1 . 


. • • • ••./ 1 • . •' " .* • •' *. • 

. . I • • 

«. : . f 

' . • * . ; *>..-••: • • * 

. "v 1 • •. * . . ? *' . . . • 


/ 
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237A. [Proposed by Piper] The CAB, on May 14, I 
1970, circulated a questionnaire to all U.S. certificated.', 
air carriers requesting information concerning the settle¬ 
ment or judgment of cases arising from aircraft accidents 
occurring in the period 1960 through 1969. Responses were 
received from 33 carriers with respec accidents. 

Based upon the responses by U.S. certiuc ,d air carriers, 
a written report was issued by the CAB entitled "Levels 
of Recoveries on Account of Passenger Deaths and Serious 
Injuries In Airplane Accidents." A table included in that 
report shows, among other things, that with regard to 
non-Warsaw death settlements and judgments in 1966, 18.3% 
of such settlements and judgments exceeded $150,000 and in 
the first half of 1970 58.1% of such settlements and judg¬ 
ments were over this level. Another table included in that 
report shows, among other things, that in 1966 the average 
settlement and judgment in a U.S. certificated air carrier 
passenger death case was $85,003 and in the first half of 
1970 was $195,443. 
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: 237A(1). [Proposed by Chris-Craft] Piper Is not 

. 

a carrier and was not requested to provide any information 
for the CAB survey referred to in Finding 23yA . The CAB 
survey was not based on the settlement of any accidents 
involving a Twin Comanche or any other Piper aircraft. 

The tables contained in the CAB report relied upon by Piper 
in Finding 237A also show that only 1.7* of the passenger 
death settlements and Judgments occurring during the first 
half of 1970 exceeded $500,000 and that the settlements and 
Judgments paid during 1970 in 1H cases involving aer’.ous 
injuries by U.S. certificated air carriers aggregated 
$6*11,972, representing an average settlement 
$*•5*855 per injured person. 


amount of 







Revised 1/17/71 


<*.v 


■ »-i 


754 A 

239. [Proposed by Chrls-Craft] In November 1969 
Piper's insurer created a reserve of $*150,000 for the Kramer 
cases described in Finding 227. 
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2^0. [Proposed by Chris-CraftJ During trial of 
the Kramer actions in August 1 $ 7 6 the defendants agreed to 
a total settlement of $1.1 million. Piper's Insurer paid 

Piper's portion of $366,667 pursuant to the policies described 
in Finding 23 7. 
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et ♦ f 


% \ ' 

% • • 


ua. 

* V*1 ; * V • - r w* 

• -* V. 

Y* ,-i * ' * v 

***•• tPro|bsed by Chria-CraftJ At A Plpef 
board of director# meeting held on September 8, 1970, the 
Secretary of Piper reported on the settlement of the Eraser 
motions described In Findings 227 and 290." “the 1 * 
minutes then reflect the following: .—. 


t 




«••§ "In response to a question from Mr. Gor¬ 
don, Mr. Piper advised that there was no question that the 
Insurance premium of the Corporation would be affected by tho 
loss oxpcrionco of its insurance carrier and that, in fact, ha 
believed that the cost of settlements for claims against the > 
Corporation had exceeded the premium for every one of the 
previous ci?ht years. Mr. Piper subsequently contacted the 
Secrotary of tKe Corporation to state that his reply to 
Mr. Gordon's question should havo been to the effect that in 
seven out of the last eight years the premium paid by the 
Corporation had been less than the aggregate of loasoa paid 
plus reserves established by the insurance carrier for 
possible losses and in one of the last eight years the 
premium had exceeded losses paid plus reserves established 


for 2 os son. Mr. I»iv>cr roe 
• in tho Minutes of the moot 


veaccd 
iny. 


that this clarification appear 
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Jt/V. (Ii?J Bangor 1’unta and Chris-Craft did 

not know of the need, if .any, for 

/, 1 . 0 . M c.„ii:icat. AC n or improvement 

the 1 rj:er Tv . 1 in.(Jonriinr.che i*ntil 

' ,CU ‘•••-fitiue niter September, '1965. 
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The following pages 759 A to 810 A contain the agreed 
findings of fact stipulated to by the parties in SEC v. 
Bangor Punta . docket Nos. 72-1053 and 72-1140. The 
findings were submitted to the trial court as Exhibit 21. 
In addition, agreed findings 179A, 179J, 179M, 179N, 
1790(b) and (d), 179P(c), 179T, 179U and 179EE(b), 
supra , pp. 561 A-591 A, are agreed findings in both 
Chris-Craft v. Piper, et al. and SEC v. Bangor Punta. 




